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...Feainy day” “Protedion 


Title trouble constitutes a major risk to uninsured 





real estate owners and mortgagees. 

There’s no fear of that “rainy day” of financial 
loss . . . or other harassment . . . when you 
hold a Commonwealth Land title policy. And each 

individual transaction is promptly serviced with a 
TITLE friendly personal interest. 


1SSUSSSCE \ssets in Excess of $9,500,000 


fe A 
COMMONWEALTH /LAND 


LU, 
fr A MMLMLALAICE awe 
Title Insurance Since 1876 
Main Office: 1510 Walnut St., Philadelphia 2, Pa. 


TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND, MASSACHUSETTS AND OHIO 


makes any morgage 


4 safer investment 
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FUTURE PLANNING 
STARTS 
| HERE! 


An added customer service from your institution now will help to insure 


your client’s future-planning. If an accident or sickness should strike your § 


homeowner, you have provided the one important plan that protects his 
mortgage obligation during a disability. CONTINENTAL’S MORTGAGE 
PAYMENT PROTECTION PLAN is the essential service in every mort- 


gage lending institution’s customer program. While it serves to make your 


@ present business more profitable, it creates real client satisfaction. 


The plan is easily installed and maintained. All the necessary materials to 


put this vital homeowner accident and sickness protection into effect are 
supplied at no cost to your firm. Find out today just how beneficial the 
Mortgage Payment Protection Plan can be to you and your mortgagors. 
= For further information, consult your insurance agent or broker, or write § 


= nearest Branch or Home Office for free brochure. 





A MEMBER OF THE CONTINENTAL-NATIONAL GROUP 


Credit Insurance Division 310 South Michigan Avenue Chicago 4, Illinois 


Canadian Head Office: 160 Bloor St. East, Toronto, Ontario 
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Take advantage ‘of this 


REINSURANCE SERVICE 




























...On property 
anywhere in the 
United States 


A Reinsurance Service whereby Chicago Title 

and Trust Company assumes the excess of the 

risk of the local title company —on property lo- 

a ; cated anywhere in the United States. You, the 

lender, know that your title insurance policy is 
backed up by our financial strength. 


Through our Referral Service, we also assist 
mortgage lenders in selecting the best qualified 
local title company—wherever the property 
may be located. 


... AND IN ILLINOIS py vig 
litle to this home 


Chicago Title Insurance Policies INSURED 


Issued locally in 78 cities—right where the property is located. Should BY 
. . . ~ . . r > 
anyone question the title as insured, Chicago Title and Trust Com- 


pany takes over the defense, assumes the litigation cost, promptly CHICAGO TITLE 


settles any loss. AWN 1) TRUST 


MORE THAN A CENTURY OF EXPERIENCE... IV 

MORE THAN TWICE THE FINANCIAL STRENGTH COMPANY 
+ 

\ “4 


Chicago Title and Trust Company 


111 West Washington Street ¢« Chicago 2 
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MBA 1958 Calendar 


March 24-25, Southern Mortgage 
Conference, Dinkler-Andrew Jackson 
Hotel, Nashville 


April 14-15, Eastern Mortgage Con- 


ference, Hotel Commodore, New York 


April 21-22, Western Mortgage 
Clinic, Hotel Lassen, Wichita 


May 8-9, Southwestern Mortgage 
Clinic, Del Coronado Hotel, San Diego 


June 2, Board of Governors Meet- 
ing, Sheraton-Carlton Hotel, Wash- 
ington, D. C. 


June 22-28, School of Mortgage 
Banking, Courses I and II, North- 


western University, Chicago 


June 29-July 5, School of Mortgage 
Banking, Course III, Northwestern 


University, Chicago 


July 27-August 2, School of Mort- - 


gage Banking, Course I, Stanford 


University, Stanford, California 


August 3-9, School of Mortgage 
Banking, Course II, Stanford Univer- 


sity, Stanford, California 


November 3-6, 45th Annual Con- 


vention, Conrad Hilton Hotel, Chicago 


Combined expenditures of state and 
local governments, one of the impor- 
tant counter-recessionary forces in the 
economy, are currently running at a 
record annual rate of close to $37 
billion, equivalent to about 8% per 
cent of the total national output, ac- 
cording to the Federal Reserve Bank 
of Chicago. These outlays are about 
45 per cent higher than they were in 
1953 and double the 1949 total. 

State and local government ex- 
penditures are about evenly divided 
between payroll and purchases from 
business. Of the latter, about two- 
thirds are new construction outlays 


for schools, highways, etc. 
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OURTESY 


Your transactions are undertaken in an atmosphere 
of sincere appreciation for your individual 

needs when you call on us for title insurance. 
That is the experience of many top mortgage lenders 
who welcome the friendly, personal interest 


evident at Louisville Title. 

















LOUISVILLE TITLE 


Pidu CANCE Compas. 


HOME OFFICE ° 223 S FIFTH STREET ° LOUISVILLE, KENTUCKY 





March 1958 
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Convert 


land inventory 


to profits 


with quality 
Pease Homes 


We offer land developers and builders 
with F.H.A. approved lots, a sound program for 
a quicker conversion of LAND to liquid profits. 


@ Complete F.H.A. Processing and Financing 
Service, includes securing ... (a) F.H.A. con- 


ditional commitments; (b) construction money; 
(c) mortgage loans. 


® Model Home Financing... based on F.H.A. con- 
ditional commitments. 


@ Customized Architectural Service... to produce 
quality homes best suited to your market. 


@ Personalized Model Home Merchandising and 
Promotion . . . a complete model home package 
including advertising aid, display material and 
professional advertising assistance. 

For more information, write or phone Mr. William 


Stricker, General Sales Manager, and arrange for 
a sales representative to call. 





726 










PEASE 
HOMES 
ow 


“Builling. Maitrial 


FOREST AVENUE HAMILTON, OHIO 
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TECTION® 


* There is no better 
protection for a mortgage 
than title insurance by 
American Title. 


Licensed to write title insurance in— 


ALABAMA + ARKANSAS + COLORADO «+ FLORIDA + GEORGIA + INDIANA « KANSAS «+ KENTUCKY 
LOUISIANA + MICHIGAN + MINNESOTA «+ MISSISSIPPI « MISSOURI » MONTANA + NEW MEXICO 
NORTH CAROLINA + NORTH DAKOTA + OHIO + OKLAHOMA + SOUTH CAROLINA «+ TENNESSEE 
TEXAS + WEST VIRGINIA + WISCONSIN + WYOMING «+ PUERTO RICO + VIRGIN ISLANDS 
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Why invest in a Pe H home mortgage package? 


























You get greater protection through 


Diversification 


The long-term security of a portfolio consisting of Harnischfeger P&H home 
mortgages does not depend on the continued prosperity of any one city, state, or 
area. Homes securing the mortgages are spread throughout the Midwest, thus 
offering investors maximum protection against regional economic changes... 
assuring uninterrupted high yield. 


And here are other important advantages you enjoy in a 
P&H home mortgage package: 

Completeness and accuracy of all papers, as handled 
by Harnischfeger Homes Acceptance Corp. Proper handling 
of title matters and provision of A.T.A. title policies. Thor- 
ough screening of borrowers, complete analysis of security 
in terms of location and value. 

100% responsibility in servicing loans, if required. 
Harnischfeger servicing includes prompt and efficient col- 
lection of principal and interest payments, escrow of taxes 
and insurance payments, and regular security inspections. 

Quality-plus homes with styling and features that 


Harnischfeger Homes Acceptance Corp. 


Phone 1234 
Homes manufactured by Harnischfeger Homes, Inc., Port Washington, Wis. 


Port Washington, Wis. 


have wide appeal, high resale value. Designed by some of 
America’s leading residential architects; manufactured by 
Harnischfeger Homes, Inc., a leader in home prefabrication 
since 1935. 

Peace of mind because the investor can have confi- 
dence in the stability of Harnischfeger Homes Acceptance 
Corp., an afhliate of Harnischfeger Corp., which has assets 
of nearly 70 million dollars. 


For more information, write: Harnischfeger Homes Accept- 
ance Corp., Dept. MB-583, Port Washington, Wis. For bank- 
ing references: Chase Manhattan Bank, New York, N.Y., or 
First Wisconsin National Bank, Milwaukee, Wis. 


QUALITY 


P. 


HOMES 
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@ How T/ sells home ownership 





fo your customers... 


protects them, too! 


Why own a home ? 


HOBBIES! 
ve real advantage of home nerel i 


“ p is the fun of 


Title Insurance and 
Trust Company 


433 S. Spring Street. Los Angeles 54 MAdison 62411 


Through local newspaper ads, Title Insurance 
is selling the benefits of owning property... 
important benefits like Hobbies and Flowers 
and Quiet and Relaxation. 


When your customers buy in California, be 
sure to give their property, and all the many 


benefits that go with it, the safe, sure protec- 


tion of a Title Insurance policy. 


“You can be sure 
when TI insures” 














T.L’s fast, low-cost, dependable title service is 
made possible by America’s largest staff of 
title specialists, complete land records in 15 
California counties, and 65 years of title 
service experience. 


Remember — the best safeguard for buyers 
and sellers is a Title Insurance and Trust 
Company policy. 


America’s Largest 
Title Company 


Title Insurance and Trust Company 


433 SOUTH SPRING STREET, LOS ANGELES 54 - 


MAdison 6-2411 


(Branches and subsidiary companies in fifteen California counties) 
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COMPLETE HOMEOWNER’S POLICY 
































ESSENTIAL AS THE HOME IT PROTECTS 


REPUBLIC 


The practical, complete, and economical combination policy 
for every homeowner. It is an insurance package which will 
save the owner up to 25% in cost for some coverages. This 
comprehensive coverage insures the dwelling and outbuild- 
ings, household and personal property on and off the premises, 
and additional living expense. It includes the hazards of fire, 
lightning, extended coverage, theft, comprehensive personal 
liability, and medical expense. It's the one policy that com- 


bines coverage under one premium. Get full details today. 







ee D VARNIGUARD /NSURANCE COMPANIES 


Home Office e 2727 Turtle Creek Blvd. @ Dallas 19, Texas 


Los Angeles, California New York. New York Chicago, Illinois 
DEPARTMENTS 675 South Park View 110 Fulton Street 309 West Jackson Bivd 
Los Angeles 57, Calif New York 38. N.Y Chicago 6, I! 
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do you 

measure your 
mortgages as 
many investors do? 


One of the ‘‘yardsticks’’ they use 
in judging a mortgage is whether 
or not it's insured 


Iiit-ealatitig ce Maslelaielole| 1 Meld-Miohi ts 
to hold, easier to sell in today's 
tight-money market 


Make your mortgages more attractive 
to investors and yourself 
have them insured by 


Title Insurance Corporation 
of St. Louis 


810 Chestnut St Gelli ale . MA ] 


Now operating in 

P\feloleliile Mee. ta telat io) Meme ol ale le) 
@7-Telcello Mem lalelielale Mean Gelarior 
Louisiana * Mississippi * 
Nebraska * Oklahom« 


Hlinorws (certain Ount 
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NEEDED NOW: A STABLE AND SOUND 
HOUSING PROGRAM THAT WILL WORK 





Practically every year we get new national housing legislation, most often containing drastic 
changes and innovations. The result has been that everyone concerned with it scarcely has time 
to become adjusted to one set of rules before a new set comes along to take its place. Now, with 
a general business recession confronting us of still unidentified scope and character, this year is 
likely to be no different—except that, with Congress in its present mood, the changes could be 
even more far-reaching than in the past. In this article a recognized authority sets forth what he 
would do in national housing and home financing legislation—for FHA, VA, FNMA, etc.—and 
backs up his conclusions by reciting events of the past twenty years to support his present conten- 
tions. Every mortgage man may not fully agree with every suggestion; but the general philosophy 
underlying his program can be supported by just about every mortgage man. Let’s settle on a 
program, says Mr. Marcus, “and then stop enacting new housing legislation for a few years so 
those of us who are builders or mortgage lenders would enjoy tranquility and prosperity while the 
public would be better served at lower costs.” Mr. Marcus observes that, apart from the public, 
there are three groups which stand out as the most influential in the housing picture: the builders, 
the lenders and the Congress. As Mr. Marcus has set forth a lender and investor view, the article 
which follows his sets forth what would appear to be the prevailing opinion of another of these 
three groups, the Congress. The disparity in views, to say the least, is wide indeed. Mr. Marcus 
originally addressed these remarks to the American Right-of-Way Association in San Francisco. 





URING this post-war period of 

twelve years no one phase of 

our domestic economy has been more 

controversial than mortgage lending 

-and the controversy appears to re- 

late to residential loans rather than 
to other types of mortgages. 

There seems to be considerable dis- 
agreement between lawmakers, build- 
ers, mortgage lenders, statisticians and 
economists as to whether we have a 
housing shortage or a housing surplus, 
or whether we are in a good housing 
balance. Likewise, there seems to be 
doubt as to the adequacy of mortgage 


funds required to finance the housing 
needs of the nation for 1958. There 
is a wide variance in the efforts to 
convert figures of the Bureau of 
Labor Statistics on population in- 
crease, marriages, household forma- 
tions, etc., to actual housing require- 
ments for 1958 and future years. 
But, none will quarrel with the 
premise that the population growth of 
nearly three million persons annually 
will continue to create a strong de- 
mand for houses for many years to 
come. It is not unreasonable to as- 
sume that almost a million additional 


By WILLIAM A. MARCUS 


homes will be needed each year with- 
out taking into consideration the de- 
mand for new homes due to replace- 
ment and obsolescence. 

Everyone wants to encourage home 
ownership and to improve the stand- 
ard of housing insofar as those ob- 
jectives do not seriously injure other 
important segments of our economy 
and way of life. The problem then 
is how to aid the greatest number of 
families to acquire needed homes 
without inviting run-away inflation, 
without encouraging unwise borrow- 
ing and without further entering the 





Senior Vice President, American Trust Company, 
San Francisco; Member, MBA Board of Governors 
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field of socialized or public housing 
World War II 
thousands of 


Since the end of 
there 
persons W ho, by their words or deeds, 
have either the 


quality or number of houses erected 


have been many 


sought to influence 
or the manner of financing them. In 
the broadest sense, of course, the pub- 
lic determines these matters by its 
willingness or unwillingness to buy the 
But from 


three 


package as offered 


the public 


apart 
there are groups 


which stand out as the most influ- 


ential in the housing picture: the 


builders, the lenders and the Congress 


Housing and home financing has a 


special meaning to each oi these 


groups; and although their views may 
differ widely, there is no desire on my 
part to question the sincerity of any. 
While builder organizations have laid 
emphasis on the need for increasingly 
easy finance terms and while Congress 
has stressed the social welfare aspects, 
it seems to me that lenders, in gen- 
eral, have let the other two groups 
most of and 


capture the publicity 


have not been vocal enough in ex- 
plaining to the public the economic 
side of this huge and complicated pic- 
ture 

A review of the course of events in 
the field of housing and home finance 
since 1945 is in order for a better un- 
derstanding of this problem. For sev- 
eral years prior to 1945, because of 
wartime restrictions, there had been 
little private building and an acute 
housing shortage developed. Lending 
institutions which during the war had 
difficulty in finding an adequate sup- 
ply of acceptable mortgages put a 
large part of their liquid assets into 
government bonds which quite prop- 
erly were kept at low interest rates 
as a means of financing the tremen- 
dous war cost. Thus large reservoirs 
of loanable funds temporarily invested 
built up 


in government bonds were 


by the middle of 1945. 
Our four 
institutions, namely, commercial banks 


great classes of savings 
accepting time deposits, mutual savings 
banks, savings and loans and life in- 


Your Client's Security 
is our most important service 


"A home in America is one of 
the safest investments” ... 

... when protected by a policy of 
Security Title Insurance Company. 


‘The West Is Growing With Security"’ 


SECURITY TITLE 
INSURANCE COMPANY 





surance companies, had only 23 per 
cent of their thrift liabilities invested 
in mortgages on December 31, 1945 
compared with 57 per cent twelve 
years later. When the war was over 
nearly all of those institutions looked 
for ways to employ their assets in in- 
vestments with a higher yield than 
government bonds. 

Ten years of previous experience 
had proved the excellence of the FHA 
loan program. The Servicemen’s Re- 
adjustment Act of 1944 gave promise 
of another safe method of getting 
money to work without much risk to 
the lender. Both of these patterns 
proved a boon to the building indus- 
try and it didn’t take long to empty 
the reservoirs of loanable funds. For 
it was indeed a drastic change from 
the pattern of making one to ten year 
loans at 60 per cent to two-thirds of 
appraisal value to the new concept of 
twenty year loans at 80 per cent of 
value as provided by the National 
Housing Act of 1934. Ten years still 
later it was a fantastic jump from 


’ phone TRinity 6111 


INTER-COUNTY DEPARTMENT AND HoME OFFICE 


530 West Sixth Street 
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e Los Angeles 14 


making loans under the FHA formula | 
to making 30-year VA loans at 100 | 
per cent of value. Builders found they | 
could sell more houses if they offered | 
terms of no down payment and could 
increase the maturities to thirty years. 
Lenders were happy to sell their gov- 
ernment bonds to the Federal Reserve 
System or other bond buyers and re- | 
employ the proceeds in FHA and VA 

loans. Both builders and _ lenders 

should have known that the supply | 
of funds was not inexhaustible and | 
that the day would arrive when they | 
and the nation would have to live 
within their incomes. 

The inevitable happened. Not only | 
did our wartime reservoirs empty, but | 
off and on since early 1948 the na- | 
tion has had to catch its breath in | 
the field of housing and home finance. | 
The nation has been able to catch its 
breath because of its tremendous ca- | 
pacity to adjust itself, because of the | 
willingness of thrift institutions to in- 
crease their percentages of mortgage 
holdings, and because of some fed- | 
eral restraint on building during the 
Korean war. At times it has caught 
its breath because of some slowing of 
construction partially due to the dif- 
ficulty of obtaining mortgage funds 
based on liberal terms and bearing 
unrealistically low government fixed 
rates. Frequently and sometimes 
spread over extended periods during 
the breath catching interludes, build- | 
ers and mortgage lenders were given 
stimulating inoculations, such as the 
pumping of funds into the Federal 
National Mortgage Association for 
the purpose of buying loans at 100 
cents on the dollar, when the same 
loans were priced at 95 cents on the 
dollar in the open market. Oh, yes, 
our patients are still alive, but consid- 
ering the nature of their illness and 
the cures that have been administered, 
it is surprising that they are in no 
worse condition than they seem to be 
at present. 

At the start of 1957 it was apparent 
that our thrift institutions would not 
care to repeat their performance of 
1955 and 1956 when commercial 
banks and mutual savings banks in- 
vested more money in mortgages than 
they received in deposit growth, when 
savings and loan associations placed 
all of their growth in mortgages and 
life insurance companies placed in 
real estate loans three out of four 
dollars of their growth in reserves. 
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thanks 
to 
the 
banks 


HERE are nearly 30,000,000 owner- 
‘Rae dwellings in the United States. 
Fifty-one per cent of these homes are mort- 
gaged. Here is a striking example of progress 
and prosperity in the true American way, 
made possible largely by our lending insti- 
tutions which have financed these home 


investments. 


In our specialized field, we, too, have been 

privileged to contribute to this expansion 
in home ownership. For three-quarters of 
a century, in the communities we serve, 
TG&T has protected the investment of 

both property owners and mortgagees 

with sound title insurance. 


TITLE GUARANTEE 
and Trust Company 





HEAD OFFICE: 176 BROADWAY, 
N. Y. 38» WOrth 4-1000 


Title Insurance In New York, New Jersey, 


Connecticut, Massachusetts, Maine, Vermont, Georgia 
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A year ago there was wishful hop- 
ing by many builders that free and 
easy money would miraculously re- 
appear, aided and abetted by sympa- 
thetic Congressional action. Yet lend- 
ers and economists almost without 
exception warned that there 
available only two sound sources of 


were 


mortgage money, namely, a reason- 
able percentage (say 60 per cent) 
of newly-created savings and 100 pet 
cent of funds obtained from repay- 
ments of outstanding mortgages. 

In January of last year I spent con- 
siderable time in studying the avail- 
able figures on housing and home 
finance and came up with certain 
dollar estimates for 1957, showing a 
potential demand of $11.5 billion for 
financing new home construction and 
a probable supply of $10.5 billion*, or 
a shortage of $1 billion on a basis of a 
possible 1,100,000 unit program. I 
naturally came to the conclusion that 
the only way we could come any- 
where near 1,100,000 units was to 
divide the available supply of mort- 
gage credit more equitably. This could 
be done by increasing down payments 
and shortening terms on government 


*$11.5 million should be available for 1958. 


ed 
s 











“What program would | recommend for 1958 and subsequent years? 


I would now let the VA program die completely as it has already 


outlived its usefulness. | would strengthen the FHA patterns by 


having a minimum down payment of 10 per cent. | would remove 
price controls on FHA loans except as to the top allowable interest 
rate. | would stop FNMA operations except in time of emergency. 
! would kill all proposed bills which liberalize credit further than 
it is now liberalized. | would cut the FHA mortgage insurance rate 


to 4 of 1 per cent per annum which would be ample if over liberal 


credit were eliminated.” 


guaranteed or insured mortgages. 
Last March I appeared before the 
House Banking and Currency Com- 
mittee to explain my views, which I 
was pleased to do. Briefly, | recom- 
mended a program of 10 or 12 per 
cent down payment on the first $10,- 
000 of valuation for FHA loans and 
20 per cent thereafter. That would be 
getting back toward the original con- 
cept of FHA where the down pay- 
ment was 20 per cent of the total. 
Then I recommended preferential 


Mortgage Investors 








treatment of veterans, offering slightly 
less down payment and free mortgage 
insurance but under the FHA pro- 
gram at the FHA rates and until the 
present privileges of veterans would 
expire. This would let the existing 
VA loan program terminate through 
inactivity but would give veterans a 
chance to get loans on reasonably 
conservative terms. And of course if 
the VA terms were replaced by the 
more conservative ones as suggested 
there would be a substantial addition 
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to the available supply of mortgage 
funds. 

I knew that such recommendations 
were too conservative for a liberal 
minded Congress, but I had hoped 
that logic might prevail. Accordingly 
I was not surprised when Congress 
passed a bill lowering the down pay- 
ments on FHA loans and unwisely 
ordering regulation of loan discounts, 
which latter ruling harassed builders 
and lenders through the succeeding 
months up to and including the pres- 
ent time. The failure of Congress to 
raise the unrealistic 41 per cent rate 
on veteran loans was responsible for 
virtually killing the VA program. It 
is doubtful that it will be revived by 
the Congress. 

Following the mandate of Congress 
the Federal Housing Commissioner in 
August announced a schedule of al- 
lowable discounts and other fees and 
charges. This regulation added con- 
fusion to the picture and made no 
one happy. In all likelihood it will be 
rescinded by this session of Congress. 
Simultaneously with establishing dis- 
count controls the Commissioner 
raised the rate on FHA loans to 5% 
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per cent. Under normal conditions 
this action might have been sufficient 
to produce a par market for these 
FHA loans. But the growth of dis- 
count practices was hard to stop and 
the lowering of standards created a 
two quality FHA loan—one that 
could be called fairly conservative 
and the other less conservative — so 
you have a lack of price uniformity in 
the secondary markets. Most local 
banks deal only in the loans with a 
fair owner equity, but many eastern 
institutions show a willingness to buy 
the lesser quality loans on a yield 
basis. The higher yield, of course, is 
obtainable when greater discounts are 
collected. Home financing for the 
speculative builder is a complicated 
matter, and while builders may be 
able to sell more houses with small 
down payments than with larger down 
payments, nevertheless their profits 
may be severely squeezed if they have 
to pay heavy discounts for that type 
of financing. 

We should have learned certain les- 
sons from the course of events of the 
past twelve years. One thing we 
should have learned is that the laws 
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of supply and demand affect money 
and credit exactly as they do com- 
modities. We should have learned 
that government price controls on 
money are no more effective than on 
butter or shoes. We should have 
learned that we do not stop inflation 
by making it easy to borrow, and we 
should have learned to live within 
our means both as a nation and as 
individuals. 

If we have learned those lessons it 
would seem to me that we may look 
for a number of years of prosperity 
in the home building industry. I un- 
derscore if we have learned those les- 
sons, but I am fearful that there are 
still some builders who believe they 
can make water run uphill and that 
there are some Congressmen who 
place popularity above sound eco- 
nomic judgment. 

What program would I recommend 
for 1958 and subsequent years? I 
would now let the VA program die 
completely as it has already outlived 
its usefulness. I would strengthen the 
FHA patterns by having a minimum 
down payment of 10 per cent. I 
would remove price controls on FHA 
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loans except as to the top allowable 
interest rate. I FNMA 
operations except in time of emer- 
gency. I would kill all proposed bills 
which liberalize credit further than it 
would cut the 


rate to %4 


would stop 


is now liberalized. I 


FHA 


of | per cent per annum which would 


mortgage insurance 
be ample if over liberal credit were 
eliminated. If Congress would make 
those four or five simple changes and 
then stop enacting new housing leg- 
islation for a few years those of us 
who are builders or mortgage lenders 
would enjoy tranquility and _pros- 
perity while the public would be bet- 
ter served at lower costs 

Now turn to the widely publicized 


Federal Board 


period of money 


Reserve 
during the tight 
The Board is often unjustly accused 


action of the 


of having created tight money condi- 


tions and there are all too few de- 
fenders of its wise course. One of 
the most subtle economi diseases 1S 


inflation, which if left to the popular 
free and easy spending program would 
gradually undermine the value of ow 
currency, seriously cut down the val- 
ues of pensions and fixed income in- 
and the safety of 


the nation which must depend upon 


vestments injure 


its economic stability as well as its 
military strength 

The Federal Reserve Board recog- 
nized the dangerously rapid course of 
inflation during the post-war years in 
economy. 


nearly all segments of our 


Prices had risen sharply and credit 


than saved 


was being extended faster 
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capital could support the credit struc- 
ture. The Federal Reserve did not 
create those conditions, never had suf- 
ficient power to prevent them, and 
could not hope to completely cure 
them. But it did have certain powers 
which it chose to use. Its principal 
powers are psychological but it has 
some practical ones which it uses 
when The chief psycho- 
logical power is to raise or lower the 
discount rate. This is the rate charged 
member banks when they borrow from 
the Federal Reserve Bank. I call it 
psychological because the banks bor- 
row little from the Federal and 
the rate change upward on their bor- 


necessary. 


very 


rowings would cost them very little. 
But as a storm signal it is very po- 
tent. It calls attention to the financial 
weather and causes many individuals, 
and municipalities to 
alter their course if they believe con- 


corporations 


ditions will become materially worse 
The 


times in 1955 from a low 


or better. discount rate was 
raised four 
cent to 24% per cent and 
1956 to 3 per 
It was again raised to 34% per 
1957, and was low- 
ered to 3 per cent in November of 
1957 and finally to 2% per cent in 
January 1958. 
Commercial bank loan 
rising during the period that the Fed- 
eral raised its rates and would have 
risen independent of the Federal Re- 


of Ll'A per 


raised twice during 
cent. 


cent in August 


rates were 


serve for the simple reason that more 
credit was sought than was available 
Like- 


from our lending institutions. 
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wise bank interest rates were already 
softening a bit this winter when the 
Federal lowered its rates indicating its 
opinion that the inflationary pressures 
on credit had subsided and a reverse 
situation might be in the making. 
Private credit movements up and 
down, although not created by the 
Federal, were stimulated by its action. 
The Federal Reserve has two other 
credit making or retarding powers 
which are more practical than psy- 
chological: one is its open market op- 
eration in government securities and 
the other is its power to raise and 
lower the 
member banks. 


reserve 
Its open market op- 
eration is now almost confined to 
dealing in 91 day treasury bills and 
hence is more of a day to day tech- 
nical action than one of long range 
influence. Its authority to 
lower the reserve requirement, how- 
ever, is very much more powerful as 
a two or three point drop in reserves 
would release a sufficient base to cre- 
ate a five-fold increase in dollar 
amount of credit extended, and an 
increase of like amount in reserve 
requirements would have the reverse 
effect. The Federal Reserve has made 
a modest reduction of one half point 
in reserve requirements this year. 
These observations pertain to the 
power and responsibility of the Fed- 
eral Reserve System as it affects com- 
mercial loans and demand deposits. 
The Federal has much less power and 
influence in the field of mortgage 
loans and savings deposits. Mortgages 


requirements of 


raise or 


in Ohio Titles 
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do become less attractive when bond 
rates and interest on certain other in- 
vestments rise faster than mortgage 
rates and vice versa. In this indirect 
way by affecting bond rates the Fed- 
eral does assert an influence on real 
estate loan rates, but here again the 
fundamental reason of a rise or fall 
in those rates is a scarcity or surplus 
of lendable funds. Hence Federal Re- 
serve action on its discount rate and 
its action in open market operations 
do not necessarily mean an immediate 
change in mortgage rates. 

This is the time of year when we 
have an unusually large crop of prog- 
I hope you will tolerate 
one more. I believe we will have a 
well balanced year in home construc- 
tion and mortgage financing. I pre- 
dict 1,100,000 residential starts com- 
pared with about 1,000,000 last year. 
This increase will help to bolster up 
some of the weaker elements in our 
economy. I am not worried about the 
supply of money provided that the 
type of security is good and that 
credit terms are made no easier than 
they are today. I speak with confi- 
dence because the slow-down in home 
construction last year and in 1956 
coupled with the savings growth 
1957, particularly in banks, has al- 
lowed our thrift institutions to build 
up their resources sufficiently to ab- 
sorb a reasonable dollar increase of 
without disturbing their 
And the amount of 


nosticators. 


mortgages 
investment ratios. 














“Despite the confusion and uncertainties of our trial and error system 


most of us fared pretty well in 1957 and barring war or severe 


depression : neith er 


of which I believe will occur, those me: 
aPe 


engaged in home construction or in mortgage lending should .fe 


better in 1958 than in 1957. 


Furthermore, in my opinion, 1958 is 


apt to produce more prosperity for the country as a whole than 


most of the prophets of gloom would now have you believe.” 


reinvestment funds from loan payoffs 
will exceed those of last year by over 
$1 billion. Then, too, despite the low- 
ering of FHA requirements the na- 
tional average on down payments will 
be greater in 1958 than in 1957 or 
previous years because of the slow- 
down of the federal government’s vet- 
eran loan program. 


I expect to see discount controls on 
government loans eliminated which 
should be welcomed by everyone. 

I foresee the usual flood of pro- 
posed housing and finance bills in 
Congress with a tendency to enact 
legislation that may again develop in- 
digestion from which ailment we are 
just now recovering. 

I believe the U. S. Savings and 
Loan League program to insure the 
top 20 per cent of a loan and the 
similar proposal of Housing and 
Home Finance Administrator Cole 
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are steps in the wrong direction and 
will not be accepted by Congress. 


I do not believe that the govern- 
ment is in any frame of mind to 
again open wide the doors of the Fed- 
eral National Mortgage Association 
to what in the past amounted to di- 
rect lending. 

Despite the confusion and uncer- 
tainties of our trial and error system 
most of us fared pretty well in 1957 
and barring war or severe depression, 
neither of which I believe will occur, 
those who are engaged in home con- 
struction or in mortgage lending 
should fare better in 1958 than in 
1957. Furthermore, in my opinion, 
1958 is apt to produce more pros- 
perity for the country as a whole than 
most of the prophets of gloom would 
now have us believe. 
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NEEDED NOW: A STIMULATED HOUSING 
PROGRAM TO HELP ROUT RECESSION 


—<o 


In the preceding article William A. Marcus has set forth a carefully-considered program of what 
Congress ought to do in the way of housing legislation. His is the viewpoint of the lender and 
investor. Here Congressman Rains proposes another program which we can fairly assume could 
well represent the current thinking in Congress—and what is significant is that these programs are 
completely different. Where Mr. Marcus advocates conservatism in mortgage terms, Congressman 
Rains advocates easier terms. Where Mr. Marcus applauds what our monetary authorities have 
been doing these past two years, Congressman Rains contends these policies have been largely 
responsible for what is happening now in the general economy. Congressman Rains is a distin- 
guished member of the Congress; and as Chairman of the House Banking and Currency Commit- 
tee’s Housing Subcommittee, has done a vigorous and careful job of looking into every aspect of 
our housing and housing financing operations. One thing is sure, however: If these two points of 
view are fairly representative (and it seems safe to say that they are) then the lender and 
legislative ideas are still very far apart. Congressman Rains originally set forth his views at this 
year’s convention of the National Association of Home Builders. 


HE plain truth is that we are 

now in a period of economic 
contraction. The only question is how 
deep and how protracted the reces- 
sion will be. 

The economic indicators are plain 
for all to Industrial output is 
down sharply from a year ago. The 
Federal Reserve Board index of pro- 
duction which stood at 147 in De- 
cember a year ago (that is against a 
base of 100 in the period 1947-49) 
dropped to 139 in November and de- 
clined still further in December to 
136. 

Personal income has started to slip. 
Steel production is far below capacity. 
The automobile industry has failed to 
show the strength we had all hoped 
for. Plant and equipment expendi- 
which have been the prime 


see. 


tures 


mover in fueling our economy—are 
tapering off. 

And as these basic economic indi- 
cators have pointed downward, they 
have naturally had serious impact 
upon the number of unemployed and 
the length of the average employee’s 
work week. The number of unem- 
ployed in the middle of December 
had climbed to 3.4 million and has 
since gone to nearly five million. This 
brought the unemployment rate to 
5.2 per cent of the work force, the 
highest December rate since 1949. 
Moreover, more and more of those 
who continue to hold their jobs find 
their weekly pay envelopes slimmer 
because overtime is becoming a thing 
of the past—many are working less 
than a 40-hour week. And unfortu- 
nately all of the signs point to further 


By REP. ALBERT RAINS 


increases in the unemployment total 

some estimates foresee more than 
five or six million unemployed this 
Spring. 

In my judgment we are now pay- 
ing the price for the short-sightedness 
of the hard money policy which has 
been relentlessly pursued by the money 
managers over the past two years. It 
was supposed to prevent inflation. 
The soaring cost of living over this 
period shows that it failed miserably. 
Many of us warned that the tight 
money policy would inevitably lead 
to a period of recession. But our 
warnings were wasted upon men who 
were so haunted with their neurotic 
fear of inflation that they could not 
or would not recognize the inherent 
danger that the hard money policy— 
with its hardships upon the small 
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Chairman of the House Banking and Currency 
Committee’s Housing Subcommittee 





farmer and the small businessmen— 
would ultimately bring us to the eco- 
nomic recession in which we now find 
ourselves. 

And yet incredibly enough these 
same men who were obsessed with in- 
flationary dangers do not seem to be 
concerned at all about growing unem- 
ployment and a contracting economy. 
Certainly they are not proposing to 
do anything forceful or meaningful 
to restore the health of our economy 
and put unemployed people back to 
work. The great hope among such 
men apparently is to believe the reces- 
sion will go away by pretending that 
it does not exist. Or if they do con- 
cede its existence, their party line is 
that the developing recession will be 
only a temporary phenomenon and 
that we will see an economic revival 
in the second half of 1958. 

I fervently share this hope but 
frankly I have the feeling that some 
of the arguments advanced to support 
an economic pickup later this year are 
based upon more fancy than fact. 

We are told that since the Sputniks 
have finally brought us to our senses 
to a point where we are now going 
to improve our national defense—that 
this expanded defense effort will give 
a strong stimulus to our economy as 
the mounting rate of defense contracts 
translates itself into new facilities and 
increased employment. I certainly 
hope that this will be the case, al- 
though I have read several analyses 
which indicate we may be placing too 
much faith in the magnitude of this 
economic stimulus. And I think it is 
indeed ironic that the very men who 
were most vehement in their belief 
that the economy could remain at 
full employment without heavy de- 
fense expenditures are now citing 
those very expenditures as the main 
cause for optimism in the economic 
outlook later this year. 

In my judgment, the basic trouble 
is that there is too much complacency 
in Washington about the serious prob- 
lems which we face. Just as there 
seems to be a lack of urgency in pur- 
suing to the hilt all the measures 
necessary to regain our leadership as 
a military power, there seems to be 
a similar lack of urgency about doing 
anything concrete to reverse the re- 
cessionary trend in our economy. Half 
measures and lackadaisical changes in 
policy are still too much in evidence. 

Certainly we do not see the Admin- 


istration proposing any bold and forth- 
right program to arrest the deteriorat- 
ing economic situation. 

I think that in the present setting 
we should pursue not only the meas- 
ures necessary to achieve supremacy 
in the field of defense, but also meas- 
ures which will strengthen and ex- 
pand our domestic economy, which 
after all is the foundation upon which 
our prosperity and strength must rest. 
Clearly there is enough slack in our 
economy to support both an expanded 
defense program and an expansion in 
essential domestic programs. We have 
well over four million unemployed 
at this moment. Apart from the hard- 
ship and misery these people are suf- 
fering, they obviously represent a 
sizable slack of unutilized resources. 
Failure to put their productive ca- 
pacity to work would be criminal 


neglect in my judgment. 

Now all of us hope that we can 
do all of the things our national wel- 
fare requires without deficits and an 
unbalanced budget. But we must 
never let our national security be 
jeopardized, balanced budget or no 
balanced budget. 

I recognize that the basic questions 
of overall economic policy, the ques- 
tion of fiscal and tax policy, the ques- 
tion of what anti-recessionary eco- 
nomic programs to adopt —are all 
difficult and complex ones. It is sur- 
passingly strange that in the field of 
monetary policy we have not yet seen 
a dramatic reversal of the hard money 
policy. True the Federal Reserve 
Board has made modest reductions in 
the rediscount rate. But in the face 
of the cold facts of our declining 
economy, the monetary authorities 
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have vet to reverse their field. I do 
not know what economic indicators 
these men need to convince them 


that the economy is on a new course. 
I can only hope that they will recant 
their error soon. 

Now apart from the hope that our 
expanding defense program will im- 
part an important stimulus to our 
lagging economy, the housing indus- 
try is often cited as a favorable fac- 
tor. We are told that the outlook for 
housing construction is optimistic and 
that housing construction will play an 
important role in our economic re- 


vival later on this year. I sincerely 
hope that this thesis is correct. But 
frankly we cannot leave the fate of 


this great industry to the chance work- 
We 


legislative aids are 


ings of the market place must 


fashion whatever 
needed to make sure that this great 
industry does in fact supply a power- 
ful and much-needed stimulus to our 
economy. 

The plain fact is that the housing 
industry today, like our overall econ- 
omy, is in trouble. I have long warned 
that the vital 
cog in our economy machine and that 


housing industry is a 
it is imperative for us to do every- 
high 
panded rate of housiny construction. 


thing to encourage a and ex- 

And yet we have seen home build- 
ing drop precipitously over the past 
several years. Last year private hous- 
ing starts fell to an annual production 
990.000 which is the 
rate since The current 
very 


units, 
1949 


rate ol 
lowest 
level of production is down 
sharply from the 1.35 million units 
produced in 1950 to the 1.3 million 
produced in 1955. In December the 
seasonally adjusted rate dipped to 
970,000. I think it especially signifi- 
cant that our current rate of housing 
production is nearly down to the level 
1925 


achieved in the year in other 


words we are back where we were a 


generation ago 
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Now I am not one of those who be- 
lieves that the basic problem in hous- 
ing is a decline in housing demand. 
Those hold this thesis do not 
have in my judgment a basic under- 
standing of America’s housing require- 
ments and potential. 


who 


In my opinion, the falloff in hous- 
ing starts reflects primarily financing 
difficulties and the absence of a true 
low down payment housing plan 
rather than defects in housing demand 
itself. 

Our population is rising at a fabu- 
rate. The tremendous rate of 
migration of our people will continue 
to bolster housing demand. Incomes 
are high. and if we can combat the 
present recession, they will continue 


lous 


to rise and shore up housing demand. 
The vacancy rate is still practically 


negligible and recent Census Bureau 
reports indicate that we are again 
moving in the direction of a housing 
shortage. The extremely low vacancy 
ratio is not at all surprising when we 
consider how low the level of hous- 
ing production has fallen over the 
past several years. 

In short, the problem facing the 
housing industry is not a lack of basic 
demand. Basically I do not think there 
is anything the housing industry needs 
to pick up momentum except an as- 
surance of an ample supply of mort- 
gage credit, and even more important 
an ample supply of mortgage credit 
on very liberal terms, that is with 
only modest down payments required 
and with loan maturities up to 30 
years. 


I think everyone will agree that we 
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should see a larger supply of mort- 
gage capital available this year. With 
interest rates and yields declining 
throughout the financial structure, 
mortgages will become relatively more 
attractive investments. I am hopeful 
that lenders will reexamine their in- 
vestment programs and decide to 
make greatly increased funds avail- 
able for FHA insured loans. 

The FHA loan with its 100 per 
cent government insurance and its 
3% per cent interest should be espe- 
cially attractive in the structure of 
market yields which is now develop- 
ing. As a matter of fact I would hope 
to see a reduction in the FHA max- 
imum interest rate fairly soon. This 
would help ease the financial burden 
on home buyers by reducing the 
monthly payment. 

There is another action I think we 
should take which would also reduce 
monthly housing costs for the home 
buyer. The FHA insurance premium 
is % of | per cent annually on the 
outstanding balance. I am told that 
the FHA now has reserves sufficient 
enough to meet an economic collapse 
of 1933 proportions. I am also told 
that FHA insurance costs twice As 
much as similar insurance in Canada. 
I would think that we could safely 
reduce the premium perhaps to 4% of 
| per cent, or alternatively change 
the premium from a recurring pay- 
ment to a “one-shot” payment as part 
of the closing costs. I am hopeful 
that our housing subcommittee will 
have recommendations for appropri- 
ate legislation on this point. 

In addition to reducing the FHA 
interest rate and reducing the FHA 
insurance premium, I think we may 
still have not gone far enough in low- 
ering the required down payments. I 
think this is especially true of the 
critical price ranges in which the bulk 
of housing construction under the 
FHA program takes place. The Con- 
gress undoubtedly helped a great deal 
in the downpayment liberalization put 
into effect by the Housing Act of 
1957. But even with that liberaliza- 
tion the minimum downpayment, ex- 
clusive of closing costs, on a $15,000 
house is still over $1,000 to $1,050 
to be exact. The key thing to bear 
in mind is, with the fate of the GI 
loan program an uncertainty, in my 
judgment it becomes imperative to see 
that the FHA program is liberalized 
so that it.can furnish the same stim- 


ulus which the GI loan program did. 
We should not be unmindful of the 
fact that the expansion of housing in 
1954 and 1955—sparked to an im- 
portant degree by the GI loan pro- 
gram—was a prime mover in helping 
us out of the recession of 1954. 

Under the GI loan program a vet- 
eran could buy a $15,000 house with 
no downpayment, or with a maxi- 
mum of 2 per cent down—or $300 

under the credit regulations. I think 
that we should consider supplying a 
much-needed stimulus to housing 
construction by reducing further the 
required downpayments in the $10,- 
000 to $15,000 price range. I can al- 
ready hear cries of opposition from 
some quarters to the effect that FHA 
required minimum downpayments are 
already too low. I think the best an- 
swer is the demonstrated soundness 
of the GI loan program. Under that 
program so beneficial to veterans and 
to our community generally, hundreds 
of thousands of veterans bought 
houses with no downpayment at all, 
and the repayment record on those 
loans has been truly outstanding. The 
default and foreclosure rate has been 
gratifyingly low. 

The recent action of the Federal 
Housing Administration permitting 
the builder to pay closing costs, or 
permitting closing costs to be included 
in the mortgage in certain circum- 
stances, may help somewhat. But it 
clearly does not go far enough and I 
plan to have my subcommittee study 


the FHA downpayment structure 
carefully to see what lower framework 
of minimum downpayments we should 
recommend. 

I think we should not lose sight of 
the fact that the GI loan program 
may still provide an important financ- 
ing vehicle in the period ahead. It is 
still a fixture for Korean veterans and 
there is apparently a growing senti- 
ment to extend it at least one more 
year for World War II veterans. I 
personally will support this. The key 
question, of course, is the maximum 
interest rate and it is problematical 
whether the Congress will vote a 
higher rate than the present 4/2 per 
cent maximum. In any event, if the 
interest rate structure continues fur- 
ther downward, there is still a real 
possibility that the GI loan—even at 
44 per cent, with a reasonable dis- 
count—may become attractive to some 
lenders. 

Now if we make these three impor- 
tant changes in the FHA program— 
that is reduce the FHA interest rate, 
reduce the FHA insurance premium, 
and restudy the required minimum 
downpayments further, I think we 
will go a long way toward setting the 
stage for a revitalized home building 
industry. 

But I think that we must also do 
something to insure an adequate flow 
of mortgage funds on liberal terms. 
Even if the mortgage money market 
continues to improve we can be sure 

(Continued on page 46) 
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Advance 
Mortgage 


the areas listed below. 


105 West Adams St. 
CHICAGO 3, ILL. 


Brunder Bidg., 135 W. Wells 
a MILWAUKEE 3, WISC. 








Corporation 
Serving 5 Metropolitan Areas of the Middle West 


With well-equipped and well-staffed offices in five important cities, 
located in four contiguous states of the Midwest, Advance Mortgage | 
Corporation is strategically situated in the heart of industrial 
America. Advance Mortgage is prepared to serve those investors 
who may desire either new or additional representation in any of 


MAIN OFFICE 
234 State Street 
DETROIT 26, MICH. 
WOocdward 5-6770 











1449 Third National Bidg. 
DAYTON 2, OHIO 


829 McKay Tower 
GRAND RAPIDS 2, MICH. 
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That's the new term for finding out why 
consumers buy or don't buy 
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as 
MOTIVATION 
RESEARCH 


Speaking of motivation, here are 
some reasons given for the prefer- 
ence for Lawyers Title service 
and protection: 


I've never missed a closing dead- 
line when Lawyers Title handles 
a deal. 


I like the company’s sound under- 
writing principles. 


Its services are convenient—just 
about everywhere. 


Lawyers Title takes care of my 
transactions efficiently. 


I am always treated courteously. 


I want all the assurance I can get 
that the title is good. Lawyers 
Title gives me that assurance. 


No matter where my transaction 
is, when I turn it over to Lawyers 
Title I know I'm dealing with 
local experts. 


Tt all adds up to the fact that 
There is no better title insurance 
than a policy issued by 


lawyers Title 


Insurance (orporation 
Home Office ~ Richmond . Virginia 


TITLES INSURED THROUGHOUT 43 STATES, 
THE DISTRICT OF COLUMBIA, PUERTO RICO, HAWAII 
AND THE PROVINCES OF ONTARIO AND 
QUEBEC, CANADA 


REPRESENTED BY LOCAL TITLE COMPANIES 
IN MORE THAN 250 OTHER CITIES 
THOUSANDS OF APPROVED ATTORNEYS LOCATED 
THROUGHOUT THE OPERATING TERRITORY 






= 
; 
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Title Service as modern 





NATIONAL TITLE 
DIVISION OFFICES 
Chicago, Dallas, 
Detroit and New York 


BRANCH OFFICES IN: 
Akron, O. 

Albany, Ga. 
Atlanta, Ga. 
Augusta, Ga. 
Birmingham, Ala. 
Camden, N. J. 
Chicago, III. 
Cincinnati, O. 
Cleveland, O. 
Columbus, Ga. 
Columbus, O. 
Dallas, Tex. 
Dayton, O. 

Decatur, Ga. 
Detroit, Mich. 

Flint, Mich. 
Freehold, N. J. 
Grand Rapids, Mich. 
Macon, Ga. 
Mansfield, O. 
Marietta, Ga. 
Miami, Fla. 

Mount Clemens, Mich. 
Newark, N. J. 

New Orleans, La. 
Newport News, Va. 
New York, N. Y. 
Norfolk, Va. 
Pittsburgh, Pa. 
Pontiac, Mich. 
Richmond, Va. 
Roanoke, Va. 
Savannah, Ga. 
Toms .River, N. J. 
Washington, D. C. 
White Plains, N. Y. 
Wilmington, Del. 
Winston-Salem, N. C. 
Winter Haven, Fla. 


TLE 
CES 
las, 
fork 


Tex. 


\ich. 
lich. 


> VHMCP Still Has an 
Important Job Ahead 


And the success of that job is going to depend largely on the private 
mortgage industry because the Voluntary Home Mortgage Credit 


Program is an industry origination. The VHMCP has made an 


important contribution in making mortgage financing available in small 


and remote communities where heretofore it was not readily 
available. More than 30,000 FHA and VA loans have been placed 
for a total not far from the $300 million mark. VHMCP is industry’s 


answer, in one sense, for not embarking on extensive direct lending 


in the mortgage industry; and it would be a most unfortunate 
development for the Program to falter now with the 


auspicious start it has made. 


VERY exciting challenge faces 

private enterprise in 1958. The 
test is whether private enterprise has 
the foresight and the willpower to 
maximize its creative efforts to avert 
continued government intrusion into 
private business. Certainly, for our 
time the turning point must be to- 
ward more intensive and purposeful 
activity throughout the free enterprise 
system. If we are to prosper, if we 
are to grow, if we are to be strong 
and free, then we must take a long 
hard look at any policies advanced 
in the name of expediency. 

In 1958 one of the fields in which 
the threat of government intervention 
looms large is in the market place of 
mortgage finance. In the 2nd Session 
of the 85th Congress several bills have 
been introduced which propose to in- 
crease the scale of federal intervention 
into private mortgage lending. The 
abatement of the threat of direct 
government lending is the most piv- 
otal problem confronting the private 
lending industry. There is no pre- 
scription as to how this may be ac- 
complished save by deliberate direc- 
tioning of mortgage funds by lending 
institutions. To this end the Volun- 
tary Home Mortgage Credit Program 


came into being. 

The grand design of VHMCP is 
to expand the availability of govern- 
ment insured and guaranteed loans by 
private institutions to credit-worthy 
applicants in small communities and 
to minority groups. To the extent 
that such assistance is rendered 
through the Program by private lend- 
ing institutions, there will be less need 
for government loans. The VHMCP 
is industry’s own program. The role 
of the government in the Program is 
simply to provide the sponsorship of 
the Administration, a small staff, of- 
fice space, exemption from the anti- 
trust laws, and a medium for dealing 
with the government ageucies which 
are involved in the mortgage market. 
The real job—the job of making loans 
under the Program—is industry’s job. 

VHMCP’s operational focus cen- 
ters upon a more equitable flow of 
mortgage funds to credit short areas 
and classes of Americans. Thus in- 
herent in VHMCP are vast potentials 
of serving the needs of special groups, 
thereby making special lending by 
Government unnecessary. 

Until recently, there were many who 
wondered whether VHMCP, involv- 


ing as it does voluntary lending by 


By JOSEPH B. GRAVES 


Executive Secretary, National Committee, 


Voluntary Home Mortgage Credit Program 


private lenders, could ever survive. 
The Program has made a strong case 
for the proposal that private re- 
sources, properly organized, can pro- 
vide a workable solution to the mort- 
gage needs of special groups. 

VHMCP has enabled residents of 
small communities all over the coun- 
try and well over 5,600 members of 
minority groups to obtain privately 
financed FHA-insured and VA-guar- 
anteed loans. In three years of full 
operation this joint industry-govern- 
ment Program has placed 30,000 
FHA and GI loans aggregating over 
$285 million. The incomes of home 
buyers who secured financing through 
the Program and the prices of the 
homes they bought indicate that the 
Program has been of service primarily 
to families of modest means who buy 
low priced homes. 

The success of the VHMCP is due 
in large measure to the intelligence 
and zeal with which industry repre- 
sentatives have directed the Program. 
VHMCP’s success has required the 
cooperation of financing institutions. 
In participating in the Program, lend- 
ers have not been fulfilling a duty but 
making the best possible investment 
to insure their own security and that 
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of the whole private lending industry. 
VHMCP has 


needed, and will continue to need, 


Since its imeception 


leadership of the highest caliber. In 
this respect, the Mortgage Bankers 
Association of America has made an 
outstanding contribution. Men like 
W. A. Clarke of Philadelphia, Walter 
C. Nelson of Minneapolis, E. R. Haley 
of Des Moines and Robert Tharpe of 
Atlanta have served with distinction 
on the National Committee of the 
VHMCP. Other mortgage bankers 
representing the MBA on Regional 
Committees throughout the country 
include S. P. Applewhite, Jr., Phoe- 
nix, Ariz.; H. C. Bailey, Jackson, 
Miss.; A. L. Bartiett, Jr., 
Mo.: Scott N. Brown, Chattanooga, 
Tenn.; C. C. Cameron, Raleigh, N. C.; 
George H. Champ, Boise, Idaho; 
Ward H. Cook, Portland, Ore.; Lon 
Worth Crow, Jr., Miami, Fla.; Claude 
R. Davenport, Richmond, Va.; Newell 
B. Dayton, Salt Lake City, Utah; 
Richard E. Ellegard, New Orleans, 
La.: S. C. Ennis, Hammond, Ind.; 
Robert E. Goldsby, Elizabeth, N. J.; 
Howard E. Green, Chicago, Il.; E. H. 
Grootemaat, Milwaukee, Wis.; W. G 
Harpole, Louisville, Ky Philip H. 
Hill, Charleston, W. Va.: Roy C. 
Newkirk, Okla.; Jack L. 
Lee, Los Angeles, Calif.: Howard 
J. Ludington, Rochester, N. Y.; Don- 
ald S. McGregor, Houston, 
Donald E. Nettleton, New Haven, 
Conn.: Aksel Nielsen, Denver, Colo.;: 
J. R. Roberts, Houston, Texas; Carl 
A. Sandquist, Seattle, Wash.; Harry 
A. Schnell, Fargo, N. D.:; Frank S. 
Selby, Omaha, Neb.; Paul ]. Vollmar, 
jr... Albuquerque, New Mexico; 
Whatley, Jacksonville, Fla.; 
Wheaton, Columbus, Ohio; 
Douglas Wilson, Greenville, 


St Joseph, 


Johnson, 


Texas: 


Brown L 
Ww. W 
and C 
S. C. These men, and those who have 
served previously on Regional Com- 
mittees, have been of tremendous 
value to the creation and develop- 
ment of the Program. 

The cooperation by government 
agencies that the private lending in- 
dustry has received through the Pro- 
gram could only have been obtained 
at the outset under an Administration 
that believes that private industry 
should be given a chance to take care 
of its own affairs. This cooperation 
has made it possible for private lend- 
ers to demonstrate that private indus- 
try can handle the job itself 


It is becoming increasingly difficult 


to convince certain men in Congress 
that the taxpayers should not provide 
lending. In 
order to stave off additional govern- 
ment lending, VHMCP’s record needs 
to be more impressive. The Program 


for more government 


has only scratched the surface so far. 
Many obstacles remain to be over- 
come and many problems remain to 
be solved. 

The stake of the home financing 
industry in this Program is such that 
it must work. By proposing VHMCP, 
the private lending industry said 
that the Government does not belong 


in the mortgage lending field and 


is an unsatisfied demand for both 
new and existing homes in remote 
areas and small communities. The 
VHMCP has helped demonstrate the 
potential of another larger untapped 
market: the market for homes for 
members of minority groups. 

There is no question that it is 
difficult for a mortgage banker to 
drive for 150 miles to interview a 
borrower and inspect a_ property 
which may not even be qualified for 
a loan. But, just as the national lend- 
ers have had to rethink, the mortgage 
banker must rethink his lending pro- 
cedures. 


“Surprisingly, a number of mortgage bankers are rejecting with- 


out investigation applications in which their principals are inter- 


ested. Others are asking the prospective sellers for larger discounts 


than those specified by their principals and some are seeking larger 


downpayments than their principals require. Many mortgage bankers 


are not trying to negotiate terms satisfactory to their principals. 


Such practices as these seriously reduce the effectiveness through no 


fault of their own. The VHMCP is now at a crucial point. The plain 


fact is that too few lenders are doing too large an amount of the 


Program’s business. 


There is a need for a reawakening of interest 


in the Program. In sponsoring the Program, the Congress and the 


{dministration showed that they believed the mortgage lending role 


is a role for private industry. The Government has invested a small 


amount to provide funds for the operation of the Program in the 


belief that the investment will pay off in the form of less Government 


in the lending business and a smoother working economy.” 


that the private lending industry can 
fill the gaps left in the past by private 
lenders. 

Che problem of covering the most 
remote areas is at the heart of the 
VHMCP. If the 


doing business had assured all areas 


normal ways of 
of coverage by lenders, and if the 
funds had been allocated to these 
areas by nationwide lenders, the need 
for the VHMCP would never have 
arisen. 

Through VHMCP private funds 
are being allocated to remote areas. 
It is up to the mortgage bankers more 
than anyone else to get these invest- 
ment funds into the remote areas they 
have never before covered. 

What has been discovered since the 
VHMCP went to work, is that there 
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Through the Program, mortgage 
bankers have moved into areas where 
no mortgage banker previously op- 
erated. They have found that sound 
and attractive loans can be made as 
profitably in the outlying areas as in 
urban and suburban areas. What 
they have found is a fertile field for 
the future. They have capitalized on 
the potential of the small town mar- 
ket. They have learned that residents 
of small towns have an enviable rec- 
ord of debt repayment. The time is 
approaching when investors will be 
soliciting mortgage bankers for mort- 
gage loans. The mortgage bankers 
who have established their companies 
in the growing small towns through 
VHMCP have a great new source of 
loans. 


[he mortgage bankers who have 
been working in the minority housing 
field through the VHMCP have 
learned that there are many fully 
qualified Negro borrowers. The mort- 
gage bankers who have gone into 
minority housing have a foothold in 
this field, thanks to their participa- 
tion in VHMCP. 

The mere agreement to participate 
in the Program will not make it work, 
for funds reposing in the financial 
centers cannot be invested in small 
communities without the collabora- 
tion of the mortgage banker. The 
mortgage bankers are, in one sense, 
the key to the success of the entire 
Program: they are the principal orig- 
inators of the mortgages going into 
the portfolios of the life insurance 
companies and of the non-local loans 
of savings banks. 

With the VHMCP presently op- 
erating almost entirely in an FHA 
market, the FHA’s new Certified 
Agency Program offers the mortgage 
banker an even greater opportunity 
to serve the small communities of 
VHMCP. By becoming certified 
agents of the FHA, those mortgage 
bankers located in the CAP test areas 
in upper New York State, North 
Carolina, Kansas, Arizona, eastern 
Pennsylvania, central and downstate 
Illinois and the upper Peninsula of 
Michigan, have an opportunity to 
provide FHA-insured financing for 
areas seldom served by FHA in the 
past. 

A large number of mortgage com- 
panies have been considered to be 
participants because of the fact that 
prominent lenders have named them 
as mortgage loan correspondents in 
various areas. There are large gaps 
in the actual coverage of the Pro- 
gram. Some of the remotest and 
smallest communities are not effec- 
tively covered by any lending institu- 
tion. Others are covered only by small 
commercial banks and savings and 
loan associations without enough re- 
sources to make all of the sound 
loans for which there is a demand. 

Surprisingly, a number of mortgage 
bankers are rejecting without investi- 
gation applications in which their 
principals are interested. Others are 
asking the prospective sellers for 
larger discounts than those specified 
by their principals and some are seek- 
ing larger downpayments than their 
principals require. Many mortgage 


bankers are not trying to negotiate 
terms satisfactory to their principals. 
Such practices as these seriously re- 
duce the effectiveness through no 
fault of their own. The VHMCP is 
now at a crucial point. The plain 
fact is that too few lenders are doing 
too large an amount of the Program’s 
business. There is a need for a re- 
awakening of interest in the Program. 

In sponsoring the Program, the 
Congress and the Administration 
showed that they believed the mort- 
gage lending role is a role for private 
industry. The Government has in- 
vested a small amount to provide 


“It would be sad, indeed, for 


effectiveness of the Program as a 


benefit to the Nation. Remote areas, 
small communities, and minority 
groups can provide a sustaining force 
to a high level of housing activity in 
the years to come. VHMCP’s job is 
by no means done. The ultimate 
ability of the Program to meet its 
objectives depends primarily on the 
funds of the private lending institu- 
tions which sponsored it. As the 
intermediary through whom the funds 
of investors are funnelled, the mort- 
gage banker is the key of the Pro- 
gram’s ultimate ability to meet its 
goal. It is essential that mortgage 
bankers and the rest of the housing 


the VHMCP to falter now, for the 


mechanism for rechannelling mort- 


gage investment funds from financial centers to small communities 


and to minority housing has been demonstrated. Unless sufficient 


funds continue to be available and mortgage bankers go all-out to 


help achieve the Program’s objectives, the advocates of direct lending 
might have the last word after all. VHMCP can do its job with pride 
and credit to the industry and with benefit to the Nation. Remote 


areas, small communities, and minority groups can provide a sustain- 


ing force to a high level of housing activity in the years to come. 
VHMCP’s job is by no means done. The ultimate ability of the 
Program to meet its objectives depends primarily on the funds of 


the private lending institutions which sponsored it. As the inter- 


mediary through whom the funds of investors are funnelled, the 


mortgage banker is the key of the Program’s ultimate ability to meet 


its goal. It is essential that mortgage bankers and the rest of the 


housing industry continue, and augment, their support.” 


funds for the operation of the Pro- 
gram in the belief that the investment 
will pay off in the form of less Gov- 
ernment in the lending business and 
a smoother working economy. 

It would be sad, indeed, for the 
VHMCP to falter now, for the effec- 
tiveness of the Program as a mecha- 
nism for rechannelling mortgage in- 
vestment funds from financial centers 
to small communities and to minority 
housing has been demonstrated. Un- 
less sufficient funds continue to be 
available and mortgage bankers go 
all-out to help achieve the Program’s 
objectives, the advocates of direct 
lending might have the last word 
after all. 

VHMCP can do its job with pride 


and credit to the industry and with 


industry continue, and augment, their 
support. 


FHA’s loan insurance program for 
home improvement and repair had 
one of its biggest years in 1957. Busi- 
ness under Title I had a dollar in- 
crease of 25 per cent over the 1956 
total. 

FHA Commissioner Norman P. 
Mason said there is every indication 
that the home improvement phase of 
FHA’s loan insurance operations will 
continue its upward trend in 1958. 
Every item on the balance sheet 
points to a sound business operation: 
the volume of business is up and 
claims paid to cover lenders’ losses 
are down for the year. 
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Mortgage Money No 


HE apprehension regarding the 
hl ectuk for mortgage money for 
1958, which was prevalent during the 
third quarter of 1957, seems to have 
dissolved or has at least been substan- 
tially diluted by the flow of mortgage 
funds into the market during the last 
three In the light of previous 


experience the change from pessi- 


months 


mism to optimism which has occurred 
has, to say the least, been most abrupt. 
Normally, changes in the money sup- 
ply in the mortgage market have been 
subject to time lags of from four to 
six months behind the changes occur- 
ring in the general capital market. 
For example, the change in general 
credit and monetary policy after mid- 
did 


not have any substantial influence on 


1953 from restraint to active ease 


the mortgage market until late in 1953 
1954 


By the early part of 1954 funds for 


or early 


mortgage investment became more 


readily available 
because of a con- 
tinuing decline in 
yields on competi- 
tive investments. 
Federally under- 
written mortgages, 
the in- 
rates had 


on which 
terest 


been increased to 





tf, per cent in 
March, 1953, be- 
came more attractive to investors and 


Harry Held 


funds for such loans were much more 
readily August, 1954, 
based upon a Federal Reserve survey, 
underwritten 


available. By 
discounts on federally 
loans were substantially reduced and 
in some areas were going at a slight 
premium. Also according to the sur- 


vey, interest rates on conventional 
loans had declined % to 2 per cent 
from the interest rates on such loans 
in the last quarter of 1953. Activity 
in the mortgage market was reflected 
in the increase in housing starts from 


June, 1954, and continued throughout 
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the year. Likewise, the total number 
of houses purchased in the second half 
of 1954 advanced sharply in both new 
and existing dwellings. 

Chis résumé of the 1953-1954 ex- 
perience indicates the time lag which 
was involved in that period. This 
leads to the question as to why the 


current situation involved such a 
quick about-face from a shortage of 
mortgage funds in November, 1957, 


to a relative abundance of such funds 


following so closely the change in 
monetary policy. Part of the answer 
may be attributed to the fact that 


the mid-November action of the Fed- 
eral Reserve Banks in reducing the 
discount rate by one-half per cent in- 
duced a rush of funds into the capital 
markets in anticipation of a lower 
structure. In the bond market 
prices ol high grade issues 
jumped 6 to 8 points in the short 
space of six weeks, an advance which 
the Chase-Manhattan Bank Economic 
Report characterized as “virtually 
without parallel in the memory of 
buoyant 


rate 
many 


market professionals.” The 
response of the long-term markets fol- 
lowing the discount rate change and 
the subsequent caution of the Fed- 
eral Reserve in releasing reserves pro- 
vides an interesting contrast to devel- 
opments in mid-1953, when a mild 
recession was just getting underway. 
At that time the Federal Reserve 
promptly released a massive volume 
of reserve funds. Banks in turn ex- 
panded their portfolios of short term 
Treasury issues, and the money sup- 
ply moved higher. Nevertheless, in- 
terest rates were relatively slow to re- 
spond. Not until September, 1953, two 
months after had ap- 
peared, did rates begin to drop in 
earnest toward their 1954 lows. 


free reserves 


As the yields on bond investments 
increased, activity in long-term financ- 
ing began in mid-December, 1957, to 
switch from the bond market to the 
mortgage market. As contrasted with 


the mid-1953 developments in the 
mortgage market, this switch was as 
dramatic as that encountered by the 
bond market. In that period, as in 
this, the resultant decline in yields on 
non-mortgage investments improved 
the competitive position of mortgages 
in the capital market. 

In addition to the switch in the 
yield differential situation, further fac- 
tors of consideration contributed to 
the substantial activity in the past two 
months in the placement of mortgage 
funds: 


One factor was the curtailment in 
mortgage lending during the immedi- 
ately preceding periods. In the case 
of savings banks this is borne out by 
the fact that their mortgage position 
at the end of 1957 stood at $20,968 
million and equalled 59.5 per cent of 
assets, in contrast to $19,559 million 
or 58.6 per cent a year earlier. For 
the year 1957 mortgage loans gained 
$1,409 million, or three-fifths the in- 
crease of $2,280 million shown in 
1956. The gain in 1957 also 
$1,047 million less than the peak gain 
of $2,456 million in 1955. 


Another factor was that during the 
“tight money” situation outstanding 
mortgage commitment positions were 
substantially contracted due primarily 
to the competitive yield advantage of 
investing current funds in the bond 
markets. In New York State, for ex- 
ample, the mutual savings banks re- 
ported on September 30, 1956, out- 
standing mortgage commitments of 
$1,376 million; on September 30, 
1957, outstanding mortgage commit- 
ments were only $841 million, repre- 
senting a drop of $535 million from 
one year previous and down $760 mil- 
lion from the $1,601 million figure of 
September 30, 1955. With curtailed 
positions, when the 


was 


commitment 
switch came many investors found it 
necessary to begin a substantial build- 
up of commitments for 1958 delivery. 





anew 


Oo 
© 


The two-fold pressures of low out- 
standing mortgage commitment posi- 
tions and the effort to anticipate a 
lower rate structure plus reasonably 
satisfactory deposit growth in the past 
few months are undoubtedly the fac- 
tors which have modified the normal 
time lag period of reaction in the 
mortgage market to changes in mone- 
tary policy. 

What are the short-run and long- 
run aspects for the balance of 1958 
in the supply of mortgage money? By 
now I believe it is reasonable to state 
that the availability of mortgage funds 
will not be a problem for the re- 
mainder of 1958. Mortgages available 
for immediate delivery are virtually 


non-existent. In many cases mortgages 
in the F.N.M.A. portfolio are being 
optioned and repurchased to meet the 
immediate delivery market. Advance 
commitments are easily obtainable on 
new projects of single family owner- 
occupied units, and there are signs of 
increased activity in financing FHA 
rental housing. On the other hand, 
mortgage yields on FHA and VA 
loans have been decreasing while out- 
standing commitments of lenders have 
been increasing, which will undoubt- 
edly have the effect of lessening the 
pressure on immediate investment of 
long term funds in mortgages. A test 
of the new level of bond prices and 
yields will undoubtedly be made 


In recent months, during the abrupt about-face in the general money 


market, the mortgage industry has witnessed, for about the first time, the 


same swift and sure change of direction which other areas of credit 


have always felt when basic monetary developments were underway. 


From tight money in mid Fall, suddenly ideas of yield and 


price had to be revised all along the line; and for once, there was not 


the excessively long time-lag in the mortgage field that has been 


so characteristic of the past. Mr. Held, as he did at 


MBA’s Chicago Conference, tells why, and concludes that availability 


of mortgage funds will not be a problem during the remainder 


of this year. His panelist conferees generally agreed— 


with individual reservations which always reflect the differences 


in individual opinion. But, long-term, Held adds, mortgages, 


if they are to maintain their present favorable position, must compete 


with other investment media in the market place. 


Problem This Year 


By HARRY HELD 


Vice President, The Bowery 
Savings Bank, New York 


through the marketing of a heavy 
calendar of new financing. The out- 
come of this test will be reflected in 
the availability of funds for mortgage 
investments. If new capital financing 
has the effect of moving the bond 
yields up while mortgage yields are 
decreasing, there would be a lessening 
of the competitive advantage of mort- 
gage investment. 

The inflow of new savings continues 
to be a favorable factor even in the 
face of continuing unemployment and 
economic concern. A change in the 
pattern of increased savings during 
the balance of the year could have 
the effect of diminishing lenders’ ac- 


(Continued on page 30) 
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4 90%, 30 Year Conventional Loan Is 


A Safe and Sound Mortgage 


So says the head of the institution which holds more home 
mortgages than any other savings bank in the world. 

{nd he’s talking about a conventional loan—mortgage 
lending has surely accumulated sufficient experience 

and skill in modern lending methods by this time to dispense 
with the federal subsidies, he believes. His is one point 

the liberal view; and it’s a sure bet that 
we will be hearing a great deal about more liberalization 
in mortgage lending in the period coming up. 

Mr. Johnson originally made these remarks 

at the Home Builders 1958 Convention. 


of vieu 


AM a banker who firmly believes 
| that home mortgages with low 
down payments and long terms of 
maturity are safe and desirable from 
a lender’s standpoint, and are neces- 
sary from the standpoint of builders 
ind home buyers 

I am also convinced that a 90 per 
cent loan, with a 30 year term on a 
conventional basis is sound and in- 
herently safe 

I believe that home mortgage lend- 
ers should not have to rely on gov- 
ernment insurance or guarantees of 
loans which they themselves are cap- 
able of making without such guaran- 
tees. 

The Federal housing agencies have 
pointed the way, and I think the time 
has now arrived for lenders to stand 
on their own feet 

In this connection, the New York 
State Legislature is scheduled to act 
upon a bill which would permit lend- 
ers to make 90 per cent loans without 
insurance 

If that bill becomes law. it will 
mark a long step forward, and might 
well serve as a pattern for other states 
which restrict lending to smaller loan 
ratios. Needless to say, the bill pro- 
vides all necessary safeguards. 

Che proposal by HHFA Adminis- 
trator Albert M. Cole for insuring 
only the top 20 per cent of mortgages 
also has many sound features and 
could provide a very good vehicle for 
this type of lending. 


But none of the proposed liberali- 
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zations would be very effective if they 
are shackled by restrictions on the 
interest rate. 

Banks, insurance companies, sav- 
ings and loan associations, and other 
prime lenders usually have sufficient 
funds to care for the mortgage needs 
of the nation. These funds, however, 
belong to their customers, and it is 
the lenders’ duty to obtain interest 
rates comparable with what can be 
had from other investments. 

For these funds to flow freely into 
mortgages, it is essential that all mort- 
gage interest rates be allowed to find 
their own level. Artificial restraint, 
such as placed by Congress on FHA 
and VA rates, or discounts, only re- 
tard the flow of mortgage money. 

Liberal mortgage lending policies 
on the part of the nation’s financial 
institutions are vital to a healthy and 
expanding economy. 

In fact, such policies are essential if 
this country is to maintain and in- 
crease its prosperity, because it is only 
by broadening the base of home own- 
ership that increasing numbers of 
American families can make thei 
contributions which are so necessary 
to a prosperous national economy. 

I contend that mortgage lending 
should be placed upon and kept upon 
the longest pos- 
sible term of mortgage maturity, and 


a most liberal basis 


lowest possible initial equity. 

By liberal lending policies, I do not 
mean that financial institutions should 
throw all discretion out the window. 


By GEORGE C. JOHNSON 
President, The Dime 

Savings Bank of 

Brooklyn 


Every mortgage loan must be sound. 
Nevertheless, liberality can be com- 
bined with good appraising and credit 
processing. 

Mortgage lending should not be 
regarded merely as an investment. 
It is a business which, when carried 
on by experienced, skillful organiza- 
tions, can be very profitable to them, 
their customers, and the economy as 
a whole. 

During the last two decades there 
has been great improvement in the 
skill and technique of mortgage lend- 
ers. This business is now largely in 
the hands of organizations skilled in 
appraising, credit processing, lending 
and servicing. The FHA and VA 
have created acceptance of sound 
standards and have demonstrated the 
value of the budget-type mortgage. 

I have studied the various graphs 
and charts which seem to indicate 
danger points during the early years 
of long-term, high-ratio mortgages. 
However, these charts are theoretical. 
I would rather rely on the actual rec- 
ords of performance of American 
home-buyers. 

In spite of what some people say 
from time to time, the true test of 
the soundness of a mortgage loan is 
not the amount of the down payment, 
nor the length of term. 

Instead, soundness is determined by 
the skill and ability of the lender to 
make a proper appraisal of the prop- 
erty and the credit of the borrower. 

In proof of this, I can best point 





to the experience of ‘he Dime Sav- 
ings Bank of Brooklyn, which orig- 
inates and holds more home mort- 
gages than any other savings bank in 
the world. 

Since the beginning of the FHA 
program in 1934 and the VA program 
in 1944, The Dime has made a total 
of 61,158 such government-backed 
loans with a total face amount of 
$636,761 ,923. 

In all those years, the 
found it necessary to take over only 
259 of these properties out of the 
total of 61,158. That is only 42/100ths 
of 1 per cent. 

Our bank has made thousands of 
loans to veterans without the bor- 
rower establishing any initial equity. 
We have made thousands more with 
as little as 2 per cent equity. 

In fact, The Dime likes the long- 
term, small down payment mortgage, 
because that is the kind of financing 
which helps young families and fam- 
ilies of moderate means to start on 
the road toward home ownership. 


bank has 


Of course, any family should pay 
down as much as it can and pay off 
the mortgage as fast as possible so as 
to save on the total interest paid dur- 
ing the life of the mortgage. 

However, we advocate buying a 
home as early as possible. Children 
do not wait to grow up until every- 
thing is convenient. If families are 
forced to wait until they have ac- 
cumulated large sums for down pay- 
ments, very few would have the homes 
they want and need for their children. 

What a boon to the home building 
industry the self-amortizing mortgage 
has been since it was perfected by 
the FHA and established throughout 
the nation! 

It is the greatest help ever devised 
for both the mortgage lender and the 
home-buying family. 

Despite the low ratio of loan to 
value, the old-fashioned mortgage was 
not as safe as the modern, high ratio 
loan. 

This is why: 

These old-style mortgages were 
usually made for 60 to 65 per cent of 
appraised value of the property, ran 
for three to five years, and the debt 
all became due at the end of that 
short term. 

The low starting ratio did not make 
those mortgages inherently safe. On 








“IT am convinced that a 90 per cent loan, with a 30 


year term on a conventional basis is sound and in- 


herently safe. . 


.. 1 believe that home mortgage lend- 


ing should not have to rely on government insurance 


or guarantees of loans which they themselves are ca- 


pable of making without such guarantees. 
Federal housing agencies have pointed the way, and 





on their own feet. 





the contrary, their defects caused 
many losses. 

Interest usually was payable only 
at six-month intervals. Mortgage lend- 
ers made an annual tax search after 
the tax collector had had time to 
make entries in his books. As a re- 
sult, it was often found that a whole 
year’s taxes were unpaid, and prob- 
ably another half-year’s taxes were 
about due. 

Human nature being what it is, it 
was quite a temptation for many 
home owners to fail to put aside 
money for taxes and interest. Then 
suddenly they would be faced with 
the necessity of paying a whole six 
months’ interest at one time, or an 
entire year’s taxes, and sometimes 
both. This caused many difficulties. 

On top of that, the entire mort- 
gage became due at the end of the 
third or fifth year. The best that 
happened, as a rule, was extension of 
the mortgage, with a fee usually re- 
quired for the extension. 

Frequently, there was a 
mortgage as well. This may have 
called for some installments to be 
paid on principal, but a substantial 
balance became due at the end of 
what usually was a three- or five-year 
period. 

Under this method of financing 
the financial burden upon home own- 
ers was back-breaking. The results 
were extensive foreclosures, and mort- 
gage lenders found themselves in the 
real estate business with properties 
for sale or for rent, in order to re- 
cover their money. 

No mortgage lender wants to get 
into the real estate business. We have 
only two things to sell—money and 
service. We consider a foreclosure as 
a failure on our part. 


second 


I think the time has now arrived for lenders to stand 


. . The 


But there was another factor, too, 
which was not generally realized out- 
side of the mortgage lending industry. 
It was this: 

What started out as a 65 per cent 
mortgage often became as much as 
an 86 per cent loan before the parties 
realized it. 

From the date the mortgage was 
made, ordinary obsolescence and de- 
preciation of the property began. It 
can be easily seen that if depreciation 
amounted to only 2 per cent a year, 
in five years this would amount to 10 
per cent. 

If, on top of this, the home owner 
owed six months interest, that added 
another 3 per cent, making a total of 
13 per cent. Then, if in addition, a 
year’s taxes had accrued (probably 
another 3 per cent) a total of 16 per 
cent of the equity had disappeared at 
the end of five years. 

Therefore, the 65 per cent mort- 
gage had become an 81 per cent 
mortgage; and if repairs had accumu- 
lated, perhaps another 5 per cent 
might be necessary to put the property 
in good condition. 

Thus, what was ostensibly a 65 per 
cent mortgage became an 86 per cent 
loan at the end of five years. Yet 
these loans were considered sound in 
the old days, in spite of all the hard- 
ship for both borrowers and lenders. 

I am really quite critical of any 
individual, any agency, or any insti- 
tution—and there are a few—who 
object to the long-term mortgage on 
the grounds that it is unsound, or 
that by making home ownership pos- 
sible for ever increasing numbers of 
American families, the rising mort- 
gage debt endangers our economy. 

Experience proves that nothing 
could be further from the facts. 
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For the family of moderate means 
to afford 
mortgage be written for as long a 


a home requires that the 
term as possible. There is a great deal 
of difference in the payment of $5.84 
per $1,000 per month on principal 
and interest on a 30-year 534 per cent 
mortgage, and the payment of $10.98 
per $1,000 on a ten-year mortgage. 
Those who claim that home mort- 
gage debt is too high have apparently 
overlooked the fact that millions of 
families have ceased being rent-payers 
and have become home owners in the 
past 15 years. These families have 
transferred their rent pay- 
ments to payments on the homes they 


simply 


and in doing this have 
created dollars in new 
wealth for this nation, and have pro- 
vided employment for millions of per- 


have bought 
billions of 


sons 

\ home purchase today is a form 
of systematized, enforced saving, be- 
cause with every monthly payment, 
the buyer adds to his equity in his 
property. In effect, it is the same 
as depositing in a bank the sum 
credited each month as payment on 
mortgage principal. 

However, to become a home owner, 
and cease being a rent-payer, it is im- 
perative that the average family be 
granted the concession of the lowest 
possible down payment. 

Furthermore, the home owner with 
a long-term, self-amortizing mortgage 
need have no fear of losing his prop- 
erty. With taxes and insurance paid 
in advance, interest on a current basis, 
and larger equity than when the loan 
was made, it is easy for a mortgage 
lender to help that home owner over 
any temporary financial crisis. 

[ do not want to deprecate in any 
manner the enormous aid the FHA 
and the VA have been to the home 
building industry and to the home 
buyers of America. 

And I do not contend that the 
Federal housing agencies go out of 
business. Government-backing of 
mortgage loans no doubt is necessary 
in many areas, and for some types of 
lenders, and should be continued. 

But I do want to declare that I be- 
lieve the mortgage lending institutions 
of America have had enough experi- 
ence, and have developed enough 
skill, to be able to conduct their oper- 
ations without continually leaning on 
government. 
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And I believe that loans of 90 per 
cent, or more, on a conventional basis 
are inherently safe and sound. 


MORTGAGE MONEY TO 
PROBLEM 


Continued from page 27) 


tivity in the mortgage market quite 
abruptly. Such a situation would not 
appreciably affect the 1958 produc- 
tion of housing starts, as indications 
are that builders are now in possession 
of commitments to carry their produc- 
tion through 1958 and into the early 
part of 1959. The extent to which 
their present financing arrangements 
will carry them will depend greatly 
upon the success they have in selling 
their houses. The psychological effect 
upon prospective home purchasers of 
unsatisfactory economic conditions 
could readily result in a lower rate of 
housing production than that being 
planned, and upon which mortgage 
commitments have been secured. On 
the other hand, new stimulating ef- 
forts to bring housing within reach of 
those desiring new accommodations, 
together with a more stable economic 
outlook, would bring housing produc- 
tion to well over a million units in 
1958. 

The turnabout in the money mar- 
kets has in three short months over- 
come the tight mortgage market situa- 
tion which was present during most 
of 1956 and 1957. A continuation of 


present favorable conditions will de- 
pend upon the ability of mortgage in- 
vestment offerings to compete in the 
free capital market with non-mortgage 
offerings. 

New capital of $5,199,000,000 was 
made available to the national econ- 
omy last year through the increase in 
accumulations of life insurance policy- 
holder funds in the more than 1,250 
U.S. life companies. This was an aver- 
age of about $50 per policyholder. 

This new capital came from the 
increase in aggregate assets of all U.S. 
life companies during the year, $101,- 
043,000,000 being reached at the start 
of 1958. 


Nearly $60,000,000,000 of new cap- 
ital has flowed into the economy 
through life insurance dollars since the 
end of World War II. Some $44,000,- 
000,000 of it is now in corporate se- 
curities, an increase of $33,000,000,000 
since 1945. Approximately $35,000,- 
000,000 is in real estate mortgages, 
chiefly on homes, an increase of $29,- 
000,000,000 since 1945. 

Reinvestment funds from maturities, 
amortizations and refundings, added to 
the new capital, brought total life in- 
surance company acquisitions of new 
investments to $16,688,000,000 in 1957, 
about $1,500,000,000 less than the 
year before. This decrease was pri- 
marily a reflection of the lower rate 
of investment turnover. 
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THE CONVENTIONAL LOAN, STILL THE BACKBONE OF OUR BUSINESS 


A THIS moment—and for some little time to 
come, I suspect—what is going to develop 
in the way of a 1958 federal housing program will 
be very much before the country. The explana- 
tion, of course, is the business recession and the 
firm conviction of many in Washington that hous- 
ing production can be stimulated sufficiently to im- 
portantly counteract the recessionary forces. In 
late February the Democrats introduced housing 
legislation aimed at this objective; a few days 
later it was followed by an Administration measure 
which emphasized slum clear- 
ance and urban renewal. From 
out of the hearings and the 
legislative maneuvers will come 
some sort of new bill which, it 
is safe to say, probably will 
contain considerable liberaliza- 
tion of provisions for govern- 


ment-backed mortgages. 


John C. Hall 


Practically every year we 
have new national housing legislation involving 
new procedures and new regulations and this year 
is likely to bring more of a change because of the 
added impetus of the business setback. In the 
government loan field it seems as though we are 
always going into, or are in, or are emerging 
from, a change of pace or direction. All of which 
causes many mortgage men to periodically pause 
and reflect on what a fine part of their business 
their conventional loan department is. Last year’s 
experience was especially significant in that re- 
spect—what with the tight money conditions pre- 
vailing, our conventional loan business was what 
we had to rely on principally. With conventional 
loans we are never out of the market, we can 
always depend on some production and, most 
important, we can compete with other invest- 
ment media. Our conventional production moved 
in to fill the void which lack of interest in FHAs 


and VAs created during the past three years— 
more so than most of us realize. For 1955, 1956 
and 1957 FHA accounted for 21 per cent, 17.3 
per cent and 17 per cent respectively of private 
housing starts. For the same years, the figures for 
VA were 29.9 per cent, 24.7 per cent and 13 per 
cent. For conventional loans, the figures were 
49 per cent, 58.5 per cent and 70 per cent. Yes, 
the conventional loan is still the backbone of the 
mortgage business; and everyone in it will do well 
to make every effort to improve and expand his 


conventional loan underwriting. 


A member of the younger generation in the 
mortgage business, in the YMAC page this month, 
points out something that not all of us have rec- 
ognized. Edward Proctor observes that so many 
of the younger men in the industry have spent 
their entire business lives working with FHAs and 
VAs where so much of the responsibility and 
decision rests with these agencies. As a result, 
many of them little understand traditional mort- 
gage underwriting. By a coincidence, an investor 
in the Voice of the Home Office calls attention 
to the same thing, but he is thinking of the entire 


industry, not just the younger group. 


One thing we can look forward to with antic- 
ipation is the possibility of showing the insurance 
companies that they might well make higher per- 
centage loan-to-value conventionals if the sup- 


porting legislation can be secured. 


‘s 4 


PRESIDENT 
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Let’s Not Take This 





oS enema 





been 24 business slumps—this is 


ht THE past 100 years there have 
the twenty-fifth. Of these previous 24 
recessions and depressions only four 
lasted more than two years; only one 
of these four—the 45-month Great 
Depression from June 1929 to March 
1933—-came after the year 1885. Since 
that year four out of five business 
contractions have been completed in 
18 months or less, half of them being 
over in a year or less 

Based on the form of the business 
cycle for these past 100 years some of 
my colleagues on “Business Week” 
with a sporting turn of mind have 
calculated that the odds are five to 
one business will turn up again less 
than two years from when it first 
turned down. It’s a seven to three 
bet the bottom will come within 18 
months from the recent peak. 

Che rub here is: Just when did we 
reach the peak of the 1954-57 boom? 
One school of thought says the peak 
was reached in December, 1956. 
That’s Federal 
Board index of industrial production 
hit its high of 147 It was down to 
136 by December, 1957 

However, the National Bureau of 
Economic Research, which is the out- 


when the Reserve 


standing authority for dating the turn- 
ing point in business cycles, has cal- 
culated that the recent boom really 
ended last July 

If that’s so, the recession is only 
So the odds would be 
even money for an upturn by August, 


six months old 


two to one the turn will come before 
the end of °58 and five to one we'll 
be on our way by August, 1959. 

So much for the length of the 
slump. But even a short recession can 
be a deep one 

Che answer to how deep a reces- 


sion we have depends, I believe, al- 
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most entirely upon what sort of poli- 
cies we pursue in the coming months. 

In the Great 
1930's we 
wrong—with the best of intentions 
and on the advice of some of the very 
best people. We finally would up with 
the country prostrate, all the banks 
political philosophy 
Deal firmly in the 


Depression of the 
did almost everything 


closed and a 
called the New 
saddle. 

On the other hand, in 1953 a Re- 
publican Administration, newly re- 
turned to office after 20 years in the 
wilderness, met the recession of that 
year with bold and effective policies. 
It cut taxes, flooded the banks with 
credit, shocked 
timid supporters, but stopped the re- 


some of its more 
cession in good order. 

I hope and believe we will again 
follow a bold and effective course but 
this cannot be taken entirely for 
granted. In the intervening four years 
something has happened to inhibit 
government policy. This was the de- 
velopment, reaching a climax last 
year, of an almost hysterical alarm 
over inflation. 

Following the rather brilliant per- 
formance of 1953 and 1954 we re- 
verted last year, it seems to me, to 
a less reassuring course. Distinguished 
speakers warned us that inflation was 
our greatest enemy more deadly 
than Communism. We were told we 
should invite recession and unem- 
ployment as a “solution” to our prob- 
lems. In there were 
doubts whether we could afford an 
adequate national defense program for 


fear of a hair-curling depression. 


government 


The Federal Reserve System con- 
tinued to wage an all-out wai against 
the boom some time after recession 
had set in. As late as August, eight 
months after its own index had turned 


down, the Fed increased its discount 
rate for the seventh time in succes- 
sion. Even when it did turn about by 
cutting the bank rate in November, 
the action was almost wholly a public 
relations affair. No effective measures 
were then taken—either by open mar- 
ket operation or changes in reserve re- 
quirements really to relax credit. 

On this record we do not look very 
smart. 

Now it may be that Providence will 
take care of us. Perhaps for reasons 
now imperceptible the current, strong 
downtrend will suddenly reverse it- 
self, but the Lord helps those who 
help themselves, and so I think it is 
important that we deal with the pres- 
ent deflationary trend of the economy 
more effectively than we dealt with 
the recent boom. For a number of 
reasons we cannot afford to take this 
recession lightly. 

To begin with, there has never been 
a major war that was not followed 
by a major depression. Accordingly, 
unless you believe we are in a new 
era, economically speaking, we are 
past due for a more severe downtrend 
than either of the two previous post- 
war recessions. Here are some of the 
warning signs. 

For the first time since the war, all 
major sectors of the economy seem 
to have run out of steam at the same 
time. The capital goods boom has 
turned down; business inventories are 
being reduced; government spending, 
especially in the crucial defense hard- 
ware area, has been curtailed and the 
projected increased defense spending 
has not yet been felt; the great Amer- 
ican consumer appears finally to have 
caught up with all his war-deferred 
demand for gadgets and is sitting on 
his pocketbook. Moreover, the latest 
survey of consumer intentions by The 


op eA PCa, ta aan 


Recession Lightly 





University of Michigan Survey Re- 
search Ceater indicates that his pres- 
ent plan is to continue sitting on his 
pocketbook. His reaction to those 
glittering creations offered by the 
automobile industry is said to be not 
merely ungrateful but positively rude. 

In the two mild recessions since 
World War II —the readjustments 
of 1949 and 1953-54—we were fortu- 
nate that Western Europe had experi- 
enced a downturn and was already 
recovering when we started down. 
That is not the case this time. Eco- 
nomic conditions among our allies are 
also worsening, parallel to our econ- 
omy. Unemployment is rising and 
there is the threat of renewed finan- 
cial crisis. Meanwhile there has 
emerged here in the U. S. a new 
surge of protectionism. The imme- 
diate response to our own downturn 
has been demands to raise tariffs, 
abandon the reciprocal trade program 
and cut back on foreign aid. All 
these could lead to another Euro- 
pean set-back with devastating re- 
percussions on our own affairs. 

We have at present all the symp- 
toms of a classical business down- 
trend. There have been no surprises. 
Everything is according to pattern. 
Nothing is missing. 

I have been sketching in some of 
the darker potentialities of our posi- 
tion, because I want to persuade you 
that this thing is too serious to be 
dealt with by saying let’s not talk 
about it, and because I believe it is 
perfectly possible to do something 
about it. 

The important thing, of course, is 
not to permit the contraction to 
gather force and cumulate. Once a 
spiral of deflation gets momentum it 
is well-nigh impossible to halt, even 
with measures far more extreme than 


“We have at present,” says Mr. Bell, “all the symptoms 

of a classical business downtrend. There have been 

no surprises. Everything is according to pattern. Nothing 
is missing. . . . The important thing is not to permit 

the contraction to gather force and cumulate. Once a 
spiral of deflation gets momentum it is well-nigh 
impossible to halt, even with measures far more extreme 
than anyone is presently contemplating. It would be better, 
in my judgment, to run the risk of doing more than is 
needed than to take the chance of being too little and 
too late.”” Thus does this recognized economist and 
journalist enunciate what may possibly be the minority vieu 
on the scope and character of the current slide in 
business—but whether it becomes a majority view later 

in 1958, will be demonstrated by whatever actions the 
government takes, such as tax cuts, etc. Mr. Bell set forth 
his views at a meeting of the Economic Club of Detroit. 


By ELLIOTT V. BELL 








Editor and Publisher, Business Week 


anyone is presently contemplating. It 
would be better in my judgment to 
run the risk of doing more than is 
needed than to take the chance of 
being too little and too late. 

This is the time, it seems to me, 
to push forward on some of those es- 
sential programs that have been held 
back or advanced too timidly by rea- 
son of the fear of inflation. Instead of 
resigning ourselves to being the vic- 
tims of recession, why not turn this 
recession to our advantage? 





There is work that cries desperately 
to be done. Now, when the dangers 
of inflation are lessened, when we 
have idle industrial capacity and a 
mounting idleness of labor, let us 
tackle at least some of those jobs. 

There is well-nigh unanimous testi- 
mony from high sources—military ex- 
perts, scientific experts, the Rocke- 
feller report, the Gaither report—all 
telling us our national defense has 
been falling dangerously behind and 
that greatly increased efforts are 
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needed if Soviet Russia is not to 


achieve military supremacy over us. 


The President in his Oklahoma 
speech told us that national defense 
would not be sacrificed to the worship 
That is 
but the 


of a balanced budget. cer- 
should be; 
budget, showing a projected increase 
$1.100.000,000 certainly falls 
far short of what seems to be called 


for in the light of the Soviet sputniks. 
The 


things, 


tainly as it new 


of only 


Gaither report, other 
that a 


fall-out shelters, costing a good many 


among 
suggests program ol 
billions of dollars, deserves most seri- 
The Rockefeller 


report says such shelters are essential. 


ous consideration. 
Large as this project is, it could rep- 
resent a very modest per capita cost 
in terms of the number of lives that 
could be saved in the event of thermo- 
Why 
massive retaliation if only 


nuclear war. spend countless 
billions for 
a handful 


the retaliation has occurred? 


are going to survive to 


know 


If this ever to be 
tackled, a time of recession would be 


for getting 


program 1S 


the God-given moment 
started. 
We all 


perate need for new schools and new 


know of the nation’s des- 
roads. Now may be the time to press 


ahead with aid and encouragement 


Admittedly, 


we cannot do all these things at once. 


for these needed works. 


I cite them only to prove there is so 
much that needs doing 


As matters stand, the modest pro- 
jected increase in the Federal budget 
aggregate 
inven- 


will not begin to offset the 
cut-back in reduced business 
tories, reduced business capital spend- 
ing, reduced consumer spending and 
reduced exports. The fact is the total 
net increase in next year’s budget is 
almost exactly equal to the proposed 
pay increases for government person- 
nel, both military and civilian. 


There are signs, however, that the 
Administration is breaking away from 
the timidity of 1957 and groping its 
back to the bolder and more 
mood of 1953. President 
Eisenhower in Oklahoma, turned his 
back upon the budgetary paralysis of 
early 1957. In a recent press confer- 
ence he further and said he 
would rather see a deficit than raise 
taxes. What the economy needs, he 
said, is “a needle rather than a check 


way 
forceful 


went 


rein.” 
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“This is the time, it seems to me, to push forward on 


some of those essential programs that have been held 


back or advanced too timidly by reason of the fear 


of inflation. Instead of resigning ourselves to being 


the victims of recession, why not turn this recession 


to our advantage? There is work that cries desperately 


to be done. 


Vow, when the dangers of inflation are 


lessened, when we have idle industrial capaeity and a 


mounting idleness of labor. let us tackle at least some 


of those jobs.” 


Finally, Anderson has 
stated that the Administration is pre- 
pared, if the slump continues, to cut 


in the face of a deficit. 


Secretary 


taxes 

These straws in the wind give rea- 
son to hope that we will not, as we 
did in the 1930's sit watching our 
whole financial system slide down the 
drain while we repeat a lot of para- 
lytic rubbish about healthy readjust- 
ments and letting “nature take its 
course.” 

I do not doubt the current reces- 
sion can be kept within bounds if the 
Administration puts into action the 
philosophy revealed in the recent 
statements of President Eisenhower 
and Secretary Anderson. 

I do not quarrel with those who say 
a little shakedown will do us good. I 
merely say that we cannot afford, 
especially in the present state of the 
world, to let this recession pursue its 
“normal course” into a downward 
spiral of deflation. 

Accordingly, I am hoping that the 
Administration will at once perfect 
plans for reduced taxes and stepped- 
up spending so as to be ready for 


fast action not later than, say, next 
April—aunless the signs improve by 
then. It will mean a great deal, I 


think, for the President to take the 
initiative, rather than leaving such 
proposals to Congress. I am also hop- 
ing, therefore, that President Eisen- 
hower will keep on reminding the 
country in strong, clear terms that 
he does intend to act boldy if need 
arises and that he does not plan to 
wait too long before moving. Such 
assurances can have an important ef- 
fect upon the plans of business man- 
agers and upon public confidence. 


For the longer view there lies be- 


a 

© 

RE FG EE ES ee ee eS 

fore America a future, limited only 


by our own intelligence and energy. 
Our population is increasing at the 


rate of three million a year. Our 
growing national income is more 
widely and equitably shared than 


seemed possible in the dreams of 
Utopia. Industry is only just begin- 
ning to seize upon the potentialities 
of systematic research and develop- 
ment. Our people in all walks of life 
have accepted as proper and inevit- 
able a philosophy of economic ex- 
pansion. We are committed to a dy- 
namic, growing future. 


Such a future, full of promise, is 
inevitably full of problems. In a dy- 
namic economy like ours neither the 
threat of inflation nor of deflation is 
ever far away. Right now the prob- 
lem is not inflation but deflation. Fail- 
ure to deal with the present problem 
from fear of incapacity to deal with 
a future different problem is a sign 
in people and in nations of age and 
declining vigor. Government, whether 
it likes it or not is committed to the 
attempt to maintain a stable, advanc- 
ing economy. The days of let things 
alone are far behind. 

Yet if we were to have a Gaither 
report on our defenses against eco- 
nomic adversity it would show de- 
ficiencies as shocking as those revealed 
in our military establishment. 

In our economic defenses we do 
not have a Secretary of Defense or 
even a joint chiefs of staff setup. 
Moreover, neither the President nor 
any one else is commander in chief 
of our economic defenses. We have 
a vast multiplicity of government in- 
termediaries engaged in credit op- 
erations affecting the general economy 


(Continued on page 36, column 2) 
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We Must Know Our Business 


By EDWARD A. PROCTOR, JR. 


Proctor and Company, Detroit 


But how well does the younger generation of mortgage men know it? This member of the younger 
generation poses the question, remembering that such a great amount of the business done during 
the period when our younger generation has been in it has been FHA and VA business. “In this 
area of the mortgage business the appraising of the property and the underwriting of the mortgage 
loan are generally left entirely to the federal agency involved. There exists, therefore, the dangerous 
possibility that a large percentage of the young generation in the industry are not developing the 


basic skills of the mortgage banking profession.” 


It’s a thought, incidentally, that an investor 


emphasizes in the next article—but he’s talking about all mortgage men. 
P g 


HE Federal Housing Administra- 
tion and the Veterans Adminis- 
tration have been important compo- 
nents of the mortgage industry during 
its recent history. The FHA since 
1934 and the VA since 1944 have, 
through their activities, contributed 
substantially to the betterment of the 
mortgage banking 
field, the home 
building industry, 
and the national 
economy. The 
prominence of 
these two agencies 
in the mortgage 
industry is mani- 
fest in the fact 
E. A. Proctor, Jr. that over 41 per 
cent of the total 
mortgage holdings of life insurance 
companies at the end of 1957 were 
FHA and VA loans. The percentage 
is representative of all financial insti- 
tutions. At the end of 1956 the mort- 
gage loans held by life insurance com- 
panies, commercial banks, mutual 
savings banks, and savings and loan 
associations totalled $111.3 billion of 
which $42.34 billion or 38 per cent 
were government guaranteed and in- 
sured loans. 






4 


All but a very small percentage of 
these loans have been put on the 
books in the post World War II 
period. During this period the pres- 
ent generation of young men in the 
mortgage industry have received their 
training. The very nature of the work 
involved in producing and processing 


guaranteed and insured loans has 
made it expedient for management to 
start young men to work in this field. 
For in this field a trainee can learn 
what is involved in making a mort- 
gage loan but need take no responsi- 
bility in accomplishing the job. In 
this area of the mortgage business the 
appraising of the property and the 
underwriting of the mortgage loan 
are generally left entirely to the fed- 
eral agency involved. There exists, 
therefore, the dangerous possibility 
that a large percentage of the young 
generation in the industry are not de- 
veloping the basic skills of the mort- 
gage banking profession. 

As defined in the book, Mortgage 
Banking, the mortgage banker is es- 
sentially a manager of real estate 
credit. Among other things this in- 
volves a knowledge of appraising, 
familiarity with and understanding of 
local and national economic condi- 
tions, and money markets and experi- 
enced judgment concerning the ability 
of a borrower to repay a loan. 





LOANS fO 


HOSPITALS * CHURCHES * SCHOOLS 


COMMISSIONS TO CORRESPONDENTS 


B. C. ZIEGLER 


WEST BEND, WISCONSIN 


Chicago Office: 39 South La Salle Street 


Filling out a Request for Deter- 
mination of Reasonable Value (VA 
Form 4-1805) does not require any 
knowledge of appraising. Preparing a 
Mortgagee’s Application for Commit- 
ment (FHA Form No. 2004) and 
other supporting papers does not, in 
itself, develop any ability in the field 
of underwriting. A loan presentation 
to an investor for purchase based 
solely on a Commitment for Insur- 
ance (FHA Form No. 2007) or a 
closed loan sold to a financial insti- 
tution based on a VA Loan Guaranty 
Certificate reflects only in a limited 
way the mortgage banking skill of 
the presentor or vendor. It is not 
meant to imply that good mortgage 
investments are not procured in the 
above manner; quite the contrary has 
been proven. The point is that the 
young trainee engaged in the process- 
ing of these loans in the general man- 
ner, where the underwriting is left to 
the agency involved, has been de- 
prived of the opportunity of develop- 
ing the basic skills of the mortgage 
banking profession. (Cont'd next page ) 
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Address All inquiries to Our Home Office at West Bend, Wisconsin 
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The task of developing these skills 
requires combined effort on the part 
It is 
trainee to ex- 


of the trainee and management. 
upon the 
hibit an interest in all phases of the 
and 
to study and work to develop addi- 
skills. It is 


agement to provide the opportunity 


incumbent 


mortgage business a_ willingness 


tional then up to man- 
for the young solicitor to get field ex- 
perience in appraising or the FHA 
work at underwriting 
This 


mitigate another deterrent to the de- 


processor to 


conventional loans will also 
velopment of a thorough background 
in mortgage banking skills—speciali- 
zation. ) 

Experience is the most important 
sound _back- 
ground in mortgage banking. Experi- 


should be 


factor in acquiring a 


ence, however, can and 


supplemented by extra curricular 


study. In this endeavor a trainee can 
take the initiative himself and enroll 
in any of a number of appropriate 
courses which usually are offered on a 
real estate 
finance, appraising, real estate law, 


local basis. Courses in 
and many other allied fields are gen- 


erally available. There are also ex- 
cellent courses in appraising offered on 
a national level and, of course, The 
School of Mortgage Banking sponsored 
by our own Association is of utmost 
value. Management can do much to 
promote the participation of its young 
men in local activities. The support 
management is, 
however, a requisite if a young man 
is to attend and participate in the 


national 


and assistance of 


programs. It requires time 
from the office and possibly 


financial assistance for a man to at- 


away 


tend out of town courses and only 
management can grant these. 

Only by actual and 
study can the young men of today 


experience 


develop the background necessary to 
lead the We of 
the young generation will some day 
be called upon to carry forward the 
fine tradition of the mortgage banking 


industry tomorrow. 


profession as one of the key segments 


of our competitive free enterprise 
economy and to maintain it as a truly 
We must, with the 


aid and support of management, pre- 


private industry. 


pare ourselves for this responsibility 
by becoming proficient in all phases 
of our profession. For if, in the years 
to come, we are to keep our business 
a free and private one, we will have 
to know our business. 


LET’S NOT TAKE RECESSION 
LIGHTLY 


(Continued from page 34) 


wholly without coordination. We 
have a diversity of private institutions 
engaged in major financial operations 

entirely outside the discipline af- 
fecting the commercial banking sys- 
tem and in some cases—entirely with- 
out any discipline, even taxation. 

We have a huge social security 
system, the potentials of which for 
economic stabilization have not even 
been studied. 

I have suggested before and I sug- 
gest again that simple common sense 
indicates we ought at least to have 
authority in government that 
would be rseponsible for thinking in 
terms of overall economic policy. 


some 


I have suggested a National Eco- 
nomic Council, similar in function to 
the National Security Council and in- 
cuding in its membership the Secre- 
tary of the Treasury, the Chairman of 
the Board of Governors of the Fed- 
eral Reserve the Chairman 
of the Council of Economic Advisors 
and such others as may from time to 
time be desirable —all under the 
chairmanship of the President. I sub- 
mit that the events of the past year 
and of this moment strongly support 
the need for such a body. 


System, 


Within recent months such a body 
has been set up on an informal basis 





due to the initiative of Secretary An- 
derson. It should be established on a 
formal basis and clothed with the 
necessary authority. There is surely 
need at this very moment for a more 
unified direction of our defense 
against recession as an essential part 
of our total national defense. 


We have been told on good author- 
ity that if we continue in the recent 
trend, Soviet Russia will have military 
superiority over us within two years. 
What we do or fail to do this year 
will determine irretrievably where we 
will find ourselves in 1960 or beyond. 


How can we afford, in the light of 
these facts, to gamble with recession 
or depression? 


These times are dangerous. Our 
enemy is resourceful, hard- 
working and ruthless. To allow our 
productive resources to be idle, to 
tolerate the waste of an economic 
slump would be handing Soviet Rus- 
sia a tremendous victory — material 
and moral—all without cost. 


strong, 


Such a failure on our part is un- 
necessary and unthinkable. But we 
cannot simply let nature take its 
course. We must act wisely but boldly 
and, above all, promptly. 


It is not impossible to turn this 
still young recession to our long-run 
advantage and, in doing so, to regain 
some of the ground we have lately 
lost. 





consult us. 


51 EAST 42ND STREET 





ATTENTION: MORTGAGE ORIGINATORS 


Our business is selling FHA and VA Mortgages to the 
secondary market. If you seek Takeout Commitments, 


Building Loan Funds, or Warehousing, we urge you to 


EDWIN F. ARMSTRONG & COMPANY 


MURRAY HILL 2-1176 


NEW YORK 17, N. Y. 
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Investor Confidence Important 


dn official of a Southern life company says—as others have 


done—that “investor confidence” is the most priceless thing 


a correspondent can possess; and that you have to keep 


working every day to hold it once you have achieved it. 


HE greatest single attribute any 

mortgage originator can have is 
“investor confidence.” It is the key 
to success and the very foundation of 
the originator-investor relationship. 
All originators have this confidence 
in some degree or they would have 
no accounts; for the value of their 
service is nil without this confidence. 
In our increasingly competitive field 
it is essential that you build up this 
feeling and increase it—but don’t lose 
it. 

Exactly what is “investor confi- 
dence”? It is the confidence which 
enables the investor to accept with- 
out question your recommendation 
and action on any and all matters 
and his assurance that your business 
is operating on a sound basis, finan- 
cially and otherwise. Confidence is 
built up by the originator over a 
period of years through the meticu- 
lous and careful use of knowledge, 
experience, and judgment in running 
his business. Many originators are 
now in the process of losing this “in- 
vestor confidence.” It is this alarming 
observation which has caused me to 
pick this topic to discuss. 

In the fast-moving period since 
World War II many correspondents 
have let their standards slip through 
over-expansion in an effort to keep 
up the pace in this “boom period” 
and get their share of the very at- 
tractive business which was available. 
Inexperienced and untrained person- 
nel have been taken on to meet the 
manpower need and this, coupled 
with the lack of supervision, has 
caused the quality of work to suffer. 


, 


At the same time many companies 
have allowed themselves to become 
“under-capitalized.” This could be a 
dangerous thing during downward 
business readjustment and is carefully 
watched by investors who want as- 
surance that their servicing agents are 
in a financial position to properly 
care for and service accounts at all 
times. The above combination of fac- 
tors inevitably leads to the loss of 
confidence by the investor. 

To me, the rapid expansion of per- 
sonnel in mortgage companies war- 
rants special attention. These un- 
trained and inexperienced people, 
taken on but not properly supervised, 
has led to the creation of “‘proc- 
essors,” not “mortgage personnel.” In 
the “heyday” of government-backed 
mortgages these personnel were able 
to get by. This was not, however, a 
desirable situation since the FHA and 
VA appraisals and qualifications on 
credit were accepted carte blanche 
and merely forwarded on to the in- 
vestor. This in itself has been one of 
the great factors in this loss of confi- 
dence on the part of the investor. 
FHA and VA have been used as a 
crutch and their acceptance has been 
blindly accepted without the screen- 
ing and checking of some qualified 
person. Definite steps should be taken 
to cure this deficiency for we may see 
in the future a larger volume of con- 
ventional loans to partially replace 
the vacuum left by the decrease of 
the VA program. 

Exactly how does this loss of con- 
fidence in the mortgage broker occur? 
First, the signs are very obvious to 


the investor and become apparent al- 
most at the same time that this de- 
cline in standards occurs. Some of 
the more obvious signs are: 

(1) Incomplete and sloppy submis- 

sions. 

2) Appraisals obviously prepared 

by unqualified personnel. 

3) Submission of cases which do 

not qualify for the investor. 

4) Increased delinquencies. 

5) Improperly handled collection 
problems. 

(6) Under-capitalization of com- 

pany. 
There are many, many more signs; 
however, these are the more obvious 
and the ones which you yourself can 
easily detect. 

Now is the time for all good (mort- 
gage) men to analyze their opera- 
tions. Are your standards slipping? 
Do you still give the same careful 
consideration to submissions and serv- 
icing which has characterized your 
company in the past? Are your ap- 
plications complete? Is extra care 
given to unusual submissions to insure 
that the whole story will reach the 
investor? Are your appraisals by 
competent, qualified personnel? Are 
servicing procedures and problems 
handled in a prompt and efficient 
manner? Does the work of your office 
represent what you yourself would 
be glad to sign? And, last but not 
least, is your company in good sound 
financial shape with adequate capital 
reserves to meet any probable situa- 
tion? 

This suggested self-analysis on your 
part is not merely something that a 
cranky home office man dreamed up. 
It is something which will be of un- 
told future benefit to you, possibly 
manifested in greater allocations to 
your firm, quicker processing time, or 
in consideration of and acceptance of 
your opinions and ideas, but, most 
of all, it will assure you that you have 
and will continue to have “investor 
confidence”—the key to success. 
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[ HAD been a long, long time 
since conditions in the mortgage 


had changed so radically 
MBA to the next 

the two meetings in question being 
the annual Dallas in 
November to the first big gen- 
1958, the 


Tight money, 


business 


from one meeting 


convention in 
early 


eral meeting of Chicago 


Conference in February 


as the business had known it before 


mid-November, was out the window 


and conditions had just about been 


entirely reversed. Now, the Chicago 
conferees heard, it was not a question 
of getting money for mortgages—it 
to be a question of getting 


FHAs and VAs 


sharpest 


was going 


the loans. Prices for 


had experienced the rise 


mortgage men could recall. Fanny 


May was selling loans as it had neve1 


That Was 


sold them before in such a short 
period of time (in the first twenty 
days of February it made arrange- 


ments to sell more mortgages than it 
had during all of the past three years. 

And so it went, a brighter outlook 
for home building, depending almost 
entirely now on the demand, the abil- 
ity of would-be buyers to meet down 
payments, their confidence in the fu- 
As for the latter, 
ernment made it plain that it intends 
to do everything possible to cultivate 
that confidence. Financing would not 


ture, etc. the gov- 


be, it seemed clear, a problem. The 
money was going to be available, as 
much as is needed. 

But there were varying opinions as 
to just how this new era was going to 
work out. 






A Meeting Featured with Good News 


MBA’s Chicago Conference 


Walter C. Nelson, MBA vice presi- 
dent, and president, Eberhardt Co., 
Minneapolis, said that the No. | prob- 
lem with mortgage bankers is still the 
fixed rate on federally insured and 
guaranteed loans (and as this is writ- 
ten, the first break in the 4/2 per cent 
VA rate has occurred with the Senate 
Banking Committee recommending 
an increase to 43%4 per cent. If it 
materializes is something else). 

“Interest rates and tight 
have been the foremost problems for 
mortgage bankers for about two 
years,” said Nelson. “I think you will 
find it interesting to review interest 
rates on FHA loans during the im- 
mediate past. The maximum rate has 
been: 1952—4%4 per cent; 1954 and 

Continued on page 40) 


money 





>> SEEN 


MBA general counsel Sam Neel; Chicago Conference Chairman 
Robert H. Wilson; Thomas J. Sweeney, Director, VA loan guar- 
anty service, Washington. And below them, a quartet from Kan- 
sas: V. C. Feemster, H. C. Brady Co., Wichita; with R. W. Zinn, 
Frank A. Dean and R. H. Looman, all of The Wheeler Kelly & 
Hagny Investment Co., Wichita. 
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IN CHICAGO: First, Monday afternoon panelists 
(seated) Walker Mason, HHFA Deputy Administrator, Washing- 
ton, D. C.; FNMA President J. Stanley Baughman; Graham T. 
Northup, FHA Director of Programs, Washington. 


Standing, 


Corp., Evanston, 


Omaha, Nebraska. 


Below, Tuesday morning panel on conventional loans: Moder- 
ator Dale M. Thompson (second from left), president, City Bond 
and Mortgage Company, Kansas City, Mo., with Charles P. Landt, 
executive vice president, The Cameron-Brown Company, Raleigh, 
N. C.; John Dane, Jr., Dane & Northrop, New Orleans; Albert 
Keidel, vice president, James W. Rouse & Company, Inc., Balti- 
more. In lower photo: Kate Strassman, Scholz Homes Acceptance 
Ill.; Ray R. 
Kansas City, Mo.; Barbara J. Hoober, Don J. McMurray Co., 


Reece, Commerce Trust Co., 








>> ALSO SEEN: Photos above, clockwise, first, Frank J. Mc- 
Cabe, Jr., MBA executive vice president (second from left) with 
Oliver M. Walker, Jr., Oliver M. Walker, Matthew T. Sawtelle, 
all of Walker & Dunlop, Inc., Washington, D. C. Then, Kenneth 
J. Morford, Burwell & Morford, Seattle; R. C. Larson, C. A. 
Larson Investment Company, Beverly Hills; Edmund J. Jacobs, 
Home Life Ins. Go., New York; John C. Webbles, D. Ansley 
Company, Inc., San Antonio; Robt. A. Hoffman, Home Life Ins. 
Below them: four Chicagoans, Edw. A. Asmus and Robt. H. 
Costello (far right) of the Pullman Trust & Savings Bank; with 
Jos. R. Grayson, South East National Bank of Chicago, and Chi- 
cago MBA executive secretary Helen M. Lawler. Next, seated 
group, includes Hubert A. Pless, Jr., William Dunston, Scott N. 
Brown (right), all with First Trust Co., Chattanooga; and Ray- 
mond T. Gifford, The Paul Revere Life Ins. Co., Worcester, Mass. 
Lower photo bank, first, YMAC program planners and speakers: 
seated, Robt. C. Eschweiler, A. L. Grootemaat & Sons, Inc., Mil- 

















waukee; George C. Dickerson, Stockton, Whatley, Davin & Com- 
pany, Jacksonville, Fla.; standing, Robt. Murphy, MBA head- 
quarters office; Joe Jack Merriman, Merriman Mortgage Co., 
Kansas City; Perry Russell, Realty Mortgage Corp., Houston; 
James E. Grootemaat, Milwaukee; Jaren E. Hiller, Mortgage As- 
sociates, Milwaukee. Next to them, Jack D. Kimball, and Don N. 
Malum (right) Home Fed. Savings & Loan Assn., Des Moines, 
with Lenox Carruth and Hugh H. Gaffney, Republic Ins. Co., 
Dallas. In photo, left bottom, all from Toledo: Carl R. Souders, 
The Reuben Securities Co.; L. R. Marryott and Ray H. Miller, 
Toledo Home Mege., Inc.; Walter W. Peterson, The Ohio Citi- 
zens Trust Co. Finally, Farm Loan Luncheon participants: Paul 
Mann, Fidelity Investment Co., Wichita; Richard C. Koch, Law- 
yers Title Insurance Corp., Chicago; Ewart W. Goodwin, Percy 
H. Goodwin Company, San Diego; V. Lewis Bassie, Uni- 
versity of Illinois, Urbana; MBA vice president Walter C. 
Nelson, Minneapolis. 
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1956 — 5 
5% per cent. The inter- 


1955 4! 2 
cent; 1957 
est rate does not, however, give a true 


per cent; per 


picture of the actual situation as fa 


as the investor has been concerned. 


Many remember when 4% per cent 


loans were selling at premiums at 2 


per cent and 3 per cent; and many 


the 
when 5% per cent loans were selling 


remember in past 12 months 
at discounts from 3 per cent to 5 per 
cent. The effect of the highest rate 


was not to produce the maximum 


amount of mortgages. In 1957, total 
mortgage dollar volume was down 
approximately 10 per cent as com- 


pared to 1956; and the number of 
recorded about 
Most of us in the 
banking business represent 


mortgages declined 
the same amount 
mortgage 
insurance companies and mutual sav- 
ings banks. It is important for us to 
know how they fared by comparison 
with other competing investors in or- 
der that we may plan to some degree 
our future activity. Insurance com- 
panies dropped 18.9 per cent, mutual 
savings banks dropped 21.4 per cent. 
These figures are compared with 
1956. During the same period, sav- 
ings and loans had a decline of only 


1.6 per cent 


“What 
difference ? 


are the reasons for this big 
Some of them are obvi- 
ous, some are beyond our control, and 
others, however, we can work to cor- 
rect. If we are not successful in cor- 
recting this disparity in activity be- 
tween our investors and our principal 
the 
in our mortgage origination 


competitors, we will not have 
stability 


departments that we need.” 


But don’t neglect your conventional 
business, he said. 


“During the past two years, many 
mortgage bankers who formerly were 
in the insured and guaranteed fields 
entirely that 
tional loans can be a very important 
part of 


have learned conven- 


their mortgage business. I 
believe that, by example and by ex- 
perience, we can open up Many new 
real estate investment opportunities 
for our present investors and for those 
that investors in the fu- 


mav be our 


ture. Because of the relatively poor 
market for our product with our in- 
vestors during the past two years, we 
may, in some instances, have felt that 
we were not given proper considera- 


We 


member, however, that their first ob- 


tion by our investors. must re- 
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ligation is to the owner of the funds, 
whether it be a depositor, or an in- 
sured. We must have our operation 
flexible enough to provide a competi- 
tive opportunity for the mortgages 
that we originate for sale to them. 

“We must all develop our conven- 
tional loan departments and let our 
communities know of the ability we 
have to bring in outside funds for in- 
We 


velop legislative strength to provide 


vestment in our cities. must de- 
a proper insured or guaranteed loan 
in face of any and all market condi- 
We dem- 


onstrate the importance of a 


tions. should be able to 
more 
market to the 


stabilized mortgage 


general health of our economy.” 

The HHFA and FHA viewpoints, 
as given to those attending the Chi- 
cago Conference, were rosier than in 
some time. 


Walker Mason, deputy adminis- 
trator of HHFA, concluded that the 
housing picture is likely to be one of 
the brightest in 1958. 

“FHA applications are on the way 
In January they went 
up 65 per cent over a year ago. They 


up—sharply. 
were up 37 per cent over December. 
FHA delinquencies are at an all-time 
low” he said. 

Che 


moving ahead faster than is generally 


urban renewal program is 
realized, Mason said. 

“The transformation that has been 
taking place in our cities these last 
years is gathering momentum. 
We see the effects on all sides. There 
and a general 
The old 
downtown areas that once seemed as 
the Rock of Gibraltar are 
struggling to retain a place in the 
sum against the competition of so- 


few 


is dispersal—outward 
fermenting process—inward. 


solid as 


called out of town areas—although 
where ‘in town’ ends and ‘out of 
town’ begins no one really knows 
these days. Municipal boundaries 


have ceased to have much meaning. 


“Along with these developments 
the urban renewal idea inevitably has 
been moving more and more into the 
spotlight, into the center of the stage. 

“Some 


now are 


900 urban renewal projects 


under way in 300 or so 
localities. 

“Five hundred and thirty-two small 
communities and 40 metropolitan 
participating 


areas are in planning 


programs. 





“One hundred and ten communi- 
ties are embarking on rehabilitation 
ventures involving 110,000 dwellings. 


“Given the tremendous complexity 
and range of the problems facing our 
cities, what is clearly most essential is 
continuity of approach. So, President 
Eisenhower has requested of the Con- 
gress an urban renewal program ex- 
tending not for one, but for six years, 
amounting to $1,300,000,000.” 


Graham T. Northup, FHA director 
of the program division, had a good 
report of the Certified Agency Pro- 
gram: 

“The CAP is now operating in 
towns of under 15,000 population in 
seven experimental areas of the 
United States. In these areas we have 
appointed over 300 lenders as Au- 
thorized Agents. Many of these were 
never active in FHA in the past. In 
addition to the agents. several hun- 
dred qualified people have been ap- 
pointed as appraisers and inspectors. 
New appointments are being made all 
the time. 


last October I have been 
privileged to travel in all seven of 
these areas introducing the Certified 
Agency Program and talking to peo- 
ple operating under it. I can tell you 
without any qualifications that I am 
more enthusiastic than ever about its 
potential. There are a lot of wonder- 


“Since 


ful people in America who are wel- 
coming this opportunity to work with 
the FHA to get housing for their 
communities. When 
banker that he can process this FHA 
loan in a week’s time or less he hardly 
believes you. We have committed in 
twenty-four hours — the 
about four days with lenders who 
keep the paper in their own portfolio 

slightly longer in branch banks and 
with most mortgage bankers because 
of their internal systems.” 


you show a 


average is 


Karl Maier, Jr., manager of resi- 
dence for The 
Mutual Life Insurance Company, 


loans Northwestern 
Milwaukee, took a more conservative 
view of the outlook than was gener- 
ally evident at the Conference. 


“It would not be surprising,” he 
said “if private housing starts fell be- 
low 950,000 in 1958, and they could 
fall even further. However, that num- 
ber of housing starts may well take 
care of the demand from purchasers 
willing to buy and with the required 


ty 


1S 
it 
l- 


umount of equity money. Indecision 
ind hesitation are a prominent part 
of the mood of the present day house 
purchaser. Prices of new housing are 
at all-time highs, although the price 
of used housing is off about 10 per 
cent. In somewhat troubled economic 
periods there is a natural reluctance 
on the part of individuals to assume 
increased housing costs. There is also 
a strong feeling of not wanting to 
buy at the peak of the market and a 
willingness to live in rented quarters 
until the trend of prices is more 
clearly defined. 

“Funds for most types of business 
property loans in 1958 should be in 
reasonable supply. As long as such 
loans carry better gross rates and 
cost about half as much to service as 
residence loans, it is only natural that 
mortgage funds will flow more read- 
ily to that type of investment. For 
the last three months, our commit- 
ments on new business property loans 
have been made at rates averaging 
ten basis points higher than the rates 
on our residence loans. This bears 
out one of the peculiar conditions of 
this market—the larger the loan, the 
better the rate. 

“Money for farm loans should be 
in adequate supply and rates lower 
than for residential and _ business 
property loans of comparable quality. 
With deposits in country banks hold- 
ing up well, with the Land Banks and 
Insurance Companies actively seeking 
farm loans, there should be no short- 
age of funds in that field for 1958. 


“Tight money is no longer the 
whipping boy for the drop in housing 
in 1957. Builders, realtors, and mort- 
gage bankers across the nation sud- 
denly came to the same conclusion; 
namely, the real reason for last year’s 
slump was poor sales and reduced 
demand. 

“Perhaps a somewhat reduced ac- 
tivity in business property and resi- 
dential construction in 1958 may be 
a healthy thing. We have come very 
far, very fast in the last few years in 
mortgage financing in all fields. A 
respite for 1958, to catch our breath 
and pay a few of our bills might be a 
good thing for all of us. Although the 
economy today is strong, it is less 
liquid than a few years ago. We 
should recognize this lack of liquidity 
and proceed more cautiously until 
Savings, instead of credit, can provide 


more of the funds for expanding busi- 
ness activities.” 

But amid all the optimism there 
was a strong, very strong, word of 
caution from a man who does not 
agree with most economists to the 
effect that the present recession is 
likely to be only short duration. 


V. Lewis Bassie, director of the 
Bureau of Economics and Business 
Research of the University of Illinois 
thinks it will be rather drawn out. 

“There is one point in the fixed 
investment cycle that tends to make 
for extremely sharp changes,” he 
said. “That is just after a downturn, 
when the two kinds of imbalance are 
working together. Today we are in 
such a situation. We have both ex- 
cess capacity and an excessive rate 
of new investment. The excess ca- 
pacity is not confined to industries 
like steel, where demand has declined. 
It has appeared in other industries 
whose demand has remained stable at 
high levels, because their capacity 
has expanded. Furthermore, the re- 
cent rate of new investment at $37 
billion is far above the requirements 
for growth. 

“These imbalances are working to- 
gether to depress new investment, 
and the decline will probably be both 
severe and long drawn out. Looking 
ahead, there can be no adjustment 
by the middle of this year. At the 
end of 1958, capacity will be higher 
and production lower. The imbalance 
of position that is helping to force 
the current decline will be worse at 
that time. It will tend to force a still 
bigger decline in 1959. 

“Moreover, business inventories 
have been in much the same position 
in recent months. With the recent 
decline in sales—and this means sales 
in physical volume terms, not in cur- 
rent dollars—inventories are excessive 
and have to be liquidated. The rate 
of liquidation will tend to increase in 
irregular steps as long as sales re- 
cede. All forms of business invest- 
ment will be driving the economy 
toward depression. 

“Can we hope that autos and hous- 
ing will come to the rescue, as in 
1949? This seems to me a futile 
hope. Those segments are governed 
by the same kind of cylical forces, and 
their position has basically changed 
since 1949. There are no longer any 
backlogs of unfilled demand. On the 


contrary, both have been approach- 
ing the point of market saturation 
during the last two years. 

“Nor can consumer expenditures 
generally be regarded as an efficient 
buoy. The role of consumption has 
not been at all peculiar in this post- 
war period. If account be taken of 
tax reductions and increases in trans- 
fer payments, consumption has not 
been greatly out of line with income. 
This deviation might be attributed to 
credit expansion. Alternatively, it 
might be attributed to the stimula- 
tion of new highs in the stock market. 
Now the market is off from the peak. 
The sobering effects of its decline will 
affect not only consumption but busi- 
ness investment also.” 


>> RECESSION VIEW: Home 
building will not be the anti-recession 
pump primer that some politicians are 
predicting it will be, House & Home 
contends. 

Reason: builders take six months 
to a year to actually get started on 
homes made possible by legislation 
changes. Since Congress is unlikely 
to pass any housing act before July, 
housing would not feel the effect 
before December when “the recession 
will either be ending or be too serious 
for housing to reverse.” 

“Relocation housing is the big new 
issue this year,” the magazine reports. 
“The cry is that urban renewal is 
going to displace thousands of fami- 
lies in the next few years, most of 
them low and middle income families 
and so Congress needs to provide big 
new federally financed programs to 
build them cheap new quarters.” 

This idea ignores two fundamentals, 
according to the magazine: “Existing 
units must house about 98 per cent 
of the people who move in any given 
year because one million new dwell- 
ings constitute only 2 per cent of the 
nation’s existing housing inventory of 
55 million units. Displacees, most ex- 
perts agree, will include a bigger than 
average share of slum dwellers (i.e. 
low-income and minority families). 
Even if they could afford new housing 
which many can’t), where would 
cities let it be built? Public housing 
site selection troubles have already 
demonstrated that many cities are 
reluctant even to make land available 
for expensive housing projects be- 
cause of racial antagonisms.” 
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MBA Spotlight to Focus on Eastern 


Mortgage Conference, April 14-15 


With the coming of April, the at- 
tention of America’s mortgage indus- 
try will be focused on New York City 
when MBA’s yearly Eastern Mortgage 
held there at Hotel 
Commodore, April 14 and 15. Ray- 
mond T. O’Keefe, vice president, The 
Chase Manhattan Bank, is local chair- 
man for the event and will preside 


Conterence 1s 


ove! be rth sessions 





John C. Hall Raymond O'Keefe 


First major speaker of the opening 
session will be MBA President John 
C. Hall, president of Cobbs, Allen & 
Hall Mortgage Company, 
ham, Ala. His topic 


Birming- 


and a provoca- 


tive one it is—will be: “Where Are 
We Today as Compared to a Year 
Ago.” 

Miles L. Colean, housing consult- 


ant, Washington, D. C., will moderate 
a panel discussion which will com- 
prise the remainder of the morning’s 
program. Its subject will be: “Where 
Are We Going and How Will We Get 
There? World, U.S.A., the Mort- 
gage Industry.” Participating panel- 
ists will be 
Ernest K 
Newsweek magazine, and director of 
Bureau. He 


Situation as 


Lindley, senior editor, 


its Washington will re- 
the 
from Washington 


view world viewed 





James O'Leary Roger Murray 
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Dr. Roger Murray, assistant dean, 
School of Business, Colum- 
Dr. Murray will ana- 
lyze the presently existing conditions 
in the U 
an appraisal of the future. 


Graduate 
bia University. 


S. economy and will provide 


Dr. James J. O'Leary, director of 
economic research, Life Insurance As- 
sociation of America, New York City. 
He will cover the short term outlook 


for the capital and mortgage markets. 


MBA clinic chairman Carey Win- 
ston, president, The Carey Winston 
Washington, D. C. 
open the morning’s session with an 
official the Conference. 


Company, will 


welcome to 


On Tuesday morning, April 15, the 
will be Charles B. 
Bear, associate publisher, Fortune 
magazine, and general manager, Arch- 
itectural Forum, New York City. He 
will analyze the outlook for building. 
Following him, Charles L. 
Jr., commissioner, State of Wisconsin 
Investment Commission, Madison, 
Wisconsin, will speak on “The Role of 
State Pension Funds in the Real Es- 
tate and Mortgage Market.” 


lead-off speaker 


Jacobson, 


William Zeckendorf, president, 
Webb & Knapp, Inc., New York, will 
deal with the subject: “The Real Es- 
tate Situation as I See It.” 


Following Mr. Zeckendorf’s talk, a 
10-man “brainstorming panel”—con- 
sisting of five investors and five mort- 
gage bankers—will discuss the general 
topic of “How Investors and Mort- 
gage Bankers Can Further Strengthen 
the Mortgage Correspondent System 
[Through Improving Their Services to 
Each Other.” The panel will be mod- 
erated by MBA general counsel Sam- 


uel E. Neel of Washington, D. C. 


Miles Colean 


Wm. Zeckendorf 





Robert Black Head 
Of San Diego MBA 





New president of the San Diego 
MBA is Robert L. Black, vice presi- 
dent and treasurer of Palomar Mort- 


gage Company. He succeeds Henry 
Rasmussen, vice president of John 
Burnham Company. Other officers 
named for 1958 include: John P. 
Starkey, vice president; Charles R. 
Berdel, secretary; Wendell A. Stubbs, 
and Malin Burnham, di- 


Photo shows new president 


treasurer; 
rector. 
Black taking over gavel from outgoing 
president Rasmussen. 


Phila. MBA Panel 


A panel discussion: “Estimated 
Construction Starts and Real Estate 
Active in 1958 in the Philadelphia 
Metropolitan Area” was featured at 
the March meeting of the Philadel- 
phia MBA. 

Panelists included: J. J. Braceland, 
The Philadelphia Saving Fund So- 
ciety; Elmer S. Carll, Industrial Trust 
Company: Wallace E. Arters, Home 
Builders Association of Philadelphia 
and Suburbs; William H. Hurtzman, 
and Harry E. Nothacker, Colonial 
Surety Company; William A. Clarke, 
W. A. Clarke Mortgage Company; 
John Chatley, Jr., Fidelity-Philadel- 
phia Trust Company. 





Samuel Neel 


Carey Winston 
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7 REPUTATION 


Mortgage originators and 
investors are invited to contact 
us concerning the sale or pur- 
chase of mortgage portfolios. 


\\\ 


We invite you to visit us in our 
suite in the Hotel Commodore 
in New York City, April 14th 
and 15th during the Eastern 


N 








Mortgage Conference. 


j MORTGAGE CORPORATION 
2900 HUDSON BOULEVARD 
JERSEY CITY, NEW JERSEY 
SWARTHMORE 5-2900 
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Shifting from East to West, the 
MBA mortgage spotlight will fall next 
upon Wichita, Kansas, when the West- 
ern Mortgage Clinic is held there, at 
the Hotel Lassen, April 21-22 

On hand to welcome registrants to 
the meeting will be MBA clinic chair- 
man Carey Winston of Washington, 
D. ¢ Virgil Feemstet president ol 
the Wichita MBA and president, H 
C. Brady Company, will present the 
welcome to the city 

Opening speaker for the first morn- 
will be MBA president 
Hall of His 
top “Prospective Develop- 
ments in the Mortgage Market.” Also 
that Monday morning will 
the Federal 
controlled 


ing session 


John C Birmingham 


will be 


slated for 


be a review of Reserve's 


role in a economy—and 
the expectations to be derived there- 
the 


of inflation versus deflation 


from; and, too, very pertinent 
issuc 

Presiding over the opening session 
will be H. Marvin Bastian, vice presi- 
dent of the Fidelity Investment Com- 
pany, Wichita. He is the local chair- 
man in charge of clinic planning and 
will preside, likewise, over the Tues- 
day morning program 


At noon two luncheons 


held 


and 


separate 
one for all ladies 


the 


will be rev- 


men. A 


stvle show will be provided thi 


istered another for 


ladies 






— 


Virgil Feemster 


. 


H. Marvin Bastian 


? 


Joe Jack Merriman 








Byron C. Shutz 
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Western Mortgage Clinic Scheduled 
For Wichita, Kansas, April 21-22 


and, for the men, entertainment will 
consist of the Symphonic Choir of 
Friends University. 

Monday afternoon will be devoted 
entirely to workshop sessions, com- 
mencing at 2 p.m. and repeated again 
at 3:30 p.m., thus enabling all regis- 
trants to attend at least two separate 
The individual sessions and 
co-moderators of each are: 

“Collection Problems and Their So- 
lutions”—C. A. Bacon, vice president, 
Mortgage Investment Co., Denver; A. 
H. “Hap” Roberts, T. J. Bettes Com- 
pany, Houston. 

“How to Present Shopping Cente 
O. P. Scheller, 
vice president, Connecticut 
General Life Insurance Company, 
Hartford; Byron Christopher Shutz, 
assistant manager, mortgage loan de- 
partment, Herbert V. Jones & Co., 
Kansas City, Mo. 

“How to 
ventional 
John G. Frey, regional supervisor, Mu- 
tual Life Insurance Company of New 
York, Memphis; Joe Jack Merriman, 


vice president, Merriman Mortgage 


sessions. 


Loans to an Investor” 


sece ynd 


Residential Con- 
Investor” 


Present 


Loans to an 


Company, Kansas City, Mo. 

“How to Reduce Servicing Costs” 
James G. Wasson, MBA director of ac- 
counting and servicing, headquarters 
office, Chicago; Thomas J. Maconkey, 
Metropolitan Life Com- 
pany, New York. 

That evening, a cocktail party and 
buffet will be hosted by the 
National Bank of Wichita. 


On Tuesday morning, April 22, pre- 


Insurance 


Fourth 


ceding the start of the actual business 
breakfast 
to begin at 8 a.m 


sessions, a and discussion 


meeting will be 
sponsored by the Young Men’s Activi- 
ties Committee of MBA in the Hotel 
Lassen’s Walnut Room. 

Major 


ing’s regular session will be a panel dis- 


feature of Tuesday morn- 
cussion titled, provocatively enough, 
What to Expect in 1958.” William 
A. Clarke, president, W. A. Clarke 
Mortgage Co., Philadelphia, will serve 
as moderator for the panel, to be 
composed of: 

Samuel E. Neel, MBA general coun- 
sel, Washington, D. C. 

J. Stanley 


Baughman, president, 










Federal National Mortgage Associa- 
tion, Washington, D. C. 

John F. Austin, Jr., president, T. J. 
Bettes Company, Houston, and imme- 
diate past president of MBA. 

Brown L. Whatley, president, Stock- 


ton, Whatley, Davin & Company, 
Jacksonville, Florida. 

Also scheduled for that morning will 
be a talk on “The Congressional Atti- 
tude toward Housing.” The speaker 
is yet to be selected. 

As one of the Clinic’s special inter- 
est features, there will be a guided bus 
tour, commencing at 2 p.m., through 
the Boeing Aircraft Company. 


An Ever-Growing City 


Founded in 1868, Wichita 
has a population—within its city lim- 
its—close to the quarter million mark. 
And within the overall metropolitan 
area, sprawling over some 182 square 


today 


miles, there now live well over 300,- 
OOO persons. 

They build small 
large, for the nation’s commerce and 


aircraft, and 
defense; they produce vast quantities 
of meat, flour, and household goods 
for homes all over the country; they 
keep the engines of transportation 
running on five airlines, five railroads 
and 58 truck lines. 

More than a billion dollars is 
cleared annually by the city’s banks. 
Her retail sales surpass $400 million 


annually. Assessed valuation of her 


property is upwards of $600 million. 





Brown L. Whatley John F. Austin, Jr. 





William A. Clarke 


J. S. Baughman 








Mortgage Servicing Clinic 
in Baltimore ....... 


With over 300 registrants in attend- 
ance at MBA’s first Mortgage Servic- 
ing Clinic for 1958, in Baltimore, Feb. 
6-7, what better proof could be of- 
fered that today’s successfully operat- 
ing mortgage companies recognize the 
value of placing ever-increasing em- 
phasis on their servicing operations? 

“Participate and Profit,” theme of 
the Clinic, proved more than just a 
catch-phrase slogan; for from the 
point of view of audience participa- 
tion, the Baltimore meeting proved to 
of the 
Registrants attending the round table 


be one most successful ever. 
seminars entered actively into all dis- 
And the opening morning 
combination panel of correspondents, 


an 


cussion. 


investors and government people 


SEEN IN BALTIMORE: First group photo, left to right, H. A. 
Melick, T. B. O’Toole, Inc., Wilmington; MBA servicing com- 
mittee chairman A. A. Johnson, Colonial Mortgage Service Com- 
pany, Upper Darby, Pa.; Thomas I. Storrs, vice president, Federal 
Reserve Bank, Richmond, Va., the luncheon speaker; George H. 
Schmidt, The Title Guarantee Company, Baltimore; MBA clinic 
chairman Carey Winston, Washington, D. C.; John K. Benoit, 
Equitable Life Insurance Company of Iowa, Des Moines; Frank 


we 


They Came to “Participate and 
Profit”—and They Did, Indeed! 


innovation from the previous practice 
of two separate panels—produced an 
unending barrage of questions and 
answers. 

The increased number, in compari- 
son to last year’s programs, of audi- 
ence participation round table semi- 
nars also produced favorable audience 
Those sessions devoted ex- 
to “delinquencies” and to 
drew, relatively, the 
attendance, a fact which 
apart from the very fine technical dis- 
these 


reaction. 
clusively 
“foreclosures” 


greatest 


sessions 
reflection of 
Another 
very popular session was that on es- 


cussions presented at 
could definite 
current economic conditions. 


be a 


crow analysis—a confirmation, in ef- 


fect, that escrow analysis is still the 


J. McCabe, MBA executive vice president. 
them: the first morning’s panel, with Leslie S. Wilson, Jr., at the 
rostrum. Top photo, second column, shows an overall view of 
one of the typically well-attended sessions. 
Theodore R. McKeldin, Governor of Maryland, makes Mr. Storrs 
an honorary citizen of Maryland. That’s I. H. Hammerman, II, 
president, S. L. Hammerman Organization, Inc., Baltimore, and 
clinic chairman, in the middle. 


most difficult problem confronting the 
average servicer. 

Speaking at the first day’s lunch- 
eon, Thomas I. Storrs, vice president, 
Federal Bank, Richmond, 
Va., rather than predicting outright 


Reserve 


what might come in 1958, posed sev- 
eral questions, with partial answers, on 
which he said businessmen might base 
a course of action for the year. Warn- 
ing against what he terms “fad fore- 
casts,” Mr. Storrs did declare that any 
look at 1958 must start from the fact 
that business is in a wide-spread de- 
pression; the current decline, he feels, 
is not a so-called “rolling adjustment.” 
Theodore R. McKeldin, Governor of 
Maryland, also spoke at the luncheon. 


And directly below 


Directly below it, 
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NEEDED NOW SAYS RAINS 

(Continued from page 21) 
that lenders will lag considerably in 
liberalizing their loan terms. In many 
areas we will still find a shortage of 
FHA loans for the maximum 30-year 
term and on the minimum downpay- 
ment basis. For this reason, since an 
expanding housing industry is a vital 
necessity in my judgment, we must 
increase and improve the support to 
home financing supplied through the 
Federal National Mortgage Associa- 
tion. 

I would recommend at least two 
legislative changes to the FNMA pro- 
gram. 

First, I would eliminate FNMA’s 
discretionary authority to be selective 
in the mortgages it purchases. I think 
that the time is long overdue to re- 
quire FNMA to purchase any loan 
properly insured or guaranteed by the 
FHA or the VA. 

Second, I think we must provide a 
substantial quantity of money to be 
used under FNMA’s special assistance 
program to support low cost housing 
generally. Up to now FNMA’s special 
assistance program has been used only 
to support specialized forms of hous- 
ing such as urban renewal or military 
housing. People tend to forget that in 
the FNMA charter there is also an- 
other primary objective of the FNMA 
special assistance program. A basic 
provision provides for “Support of 
home mortgages generally as a means 
of retarding or stopping a decline in 
mortgage lending and home building 
activities which threatens materially 
the stability of a high level national 
economy.” 

We are now clearly facing a situa- 
tion in which we must stimulate the 
housing industry or run the risk of 
“threatening materially the stability of 
a high level national economy.” For 
this reason I plan to support a pro- 
gram which will provide a substantial 
sum-——perhaps as much as $1 billion 
to permit FNMA under its special 
assistance program to make commit- 
ments for low priced housing under 
the FHA and GI programs. Such a 
proposal will undoubtedly encounter 
tough sledding but I am convinced 
of the necessity of doing something 
along these lines in this year’s housing 
legislation. 

Another area of housing which de- 
serves special attention is rental hous- 
ing. There have been some signs of 
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an increased rate of rental housing 
construction which is clearly needed 
in many of our large cities. Here the 
basic problem does not seem to be 
legislative but rather to remove ad- 
ministrative roadblocks. Our housing 
subcommittee has labored mightily to 
get FHA off dead center in regard to 
its rental housing programs. I think 
gradually we are beginning to see the 
fruit of our efforts, although the pro- 
gram is still hampered by excessive 
red tape and administrative bureauc- 
racy. 

Now regarding discount control, I 
know this is a touchy subject and I 
know most builders and lenders feel 
they are unworkable and should be 
repealed. I think you must not over- 
look that the abusive discounts which 
developed in the 1955-56 period 
aroused strong feelings of opposition 
in the Congress. There is a strong 
sentiment among some that discounts 
are basically evil, that they increase 
the costs of home ownership to the 
buyer, and that they should be pro- 
hibited entirely. I believe that our 
committee, and others in Congress as 
well, took a more practical approach 
when we fashioned the present legis- 
lation which directs the housing agen- 
cies to set reasonable ceilings on dis- 
counts, with appropriate geographical 
differentials. I realize that discount 
control creates severe administrative 
headaches, but frankly, I think that 
the proposal to eliminate the controls 
will stir up a storm of controversy in 
the Congress. The fact is that they 
do seem to be generally workable, 
and I believe that the advocates of 
repeal will have to present a stronger 
case than they have done so far. 

Now as to second mortgage financ- 
ing in the conventional loan sector, 
our subcommittee has probed inten- 


sively into this subject and we have 
been distressed to find the growing 
prevalence of these dangerous financ- 
ing practices in many areas of the 
country. I know that builders do not 
like to be forced into taking back 
second mortgages. The basic solution 
of course is to assure the ample avail- 
ability of low equity FHA-insured 
loans. The U. S. Savings and Loan 
League proposal for a 90 per cent 
conventional loan with partial insur- 
ance may also help eliminate the sec- 
ond mortgage problem. But I would 
like to say that our housing subcom- 
mittee is continuing to study this 
problem and that I hope we will have 
concrete recommendations to make 
during this session. These recommen- 
dations will be reasonable, and will 
seek to moderate abusive practices 
rather than to try and prohibit second 
mortgage financing on a blanket basis. 

Our economic history shows clearly 
that the home building is a bellwether 
industry. What affects it affects prac- 
tically every other sector of our econ- 
omy. Without a healthy growing 
home building economy, geared to the 
needs of our people, we cannot long 
sustain a healthy overall national 
economy. 


>> REALTY OWNED: Purchases 
of $460,000,000 of additional real es- 
tate in 1957 brought realty holdings 
of the nation’s life insurance compa- 
nies to $3,134,000,000 at the start of 
this year, according to the Institute of 
Life Insurance. 

Largest block of the realty purchases 
and holdings of the life companies was 
in commercial and industrial proper- 
ties for rental. The year’s acquisitions 
of this type were $276,000,000 and the 
January 1 holdings were $1,865,000,- 
000. 








You can consider Mortgage Loans to 
persons thousands of miles distant... 
persons whom you may never see. 

Yet, you can have full knowlege of them. 


RETAIL CREDIT COMPANY 

and RETAILERS COMMERCIAL AGENCY 
HOME OFFICES: ATLANTA, GEORGIA 
can acquaint you quickly 

with FACTS concerning ANYONE, ANYWHERE 
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E. T. Hargadon Heads Palm Beach County MBA 





Officers and directors of the Mortgage Bankers Association of Palm Beach 
County, in Florida, were elected recently. New president, Edward T. Har- 
gadon, vice president, W. G. Mathes, Inc., is shown above (seated, center) 
with vice president O. B. Carr, president, Anderson & Carr, Inc., on the 
left; and Nathaniel J. Orr, secretary of Anderson & Carr, Inc., re-elected as 
secretary-treasurer of the local group. Standing are Herbert C. Sayles, Donald 
Wood and George Miller, Jr., new members of the board. The election 
meeting was held at the Hotel George Washington in Palm Beach and 
featured a discussion of current developments in the mortgage market. 


Fla. MBA Head Speaks Louisville MBA Elects 


At Palm Beach MBA 


“unscrupulous mort- 
gage industry operators,” in the South- 
Florida area, who “must be 
Howard J. Murphy of 
Fort Lauderdale, president of the 
Florida MBA, addressed the Palm 
Beach County MBA at a luncheon 
meeting last month. 

Mr. Murphy spoke on proposed 
legislation to be presented at the 1959 
Florida Legislature. 
the state 

under the 

Hogarth, of 
analyzing the 


Striking out at 


eastern 
regulated,” 


session of the 
regulations 
chairmanship 
West Palm 
various ap- 
will culminate in a 
for either 
supervisory or legislative control of 
the mortgage industry in Florida. 
Mr. Murphy expressed confidence 
that the state association will be 
strumental in propounding corrective 
legislation.. 


Currently, 
committee, 
of Leeson 
Beach, is 
which 
recommendation 


proaches 
specific 


are: 
Service Company; 


shown above, 
ville Mortgage 
president, 
mortgage loan officer, 


in- 
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Kesselring-Netherton Company; 
The Kendall Company; 


vice president, Louisville Title Insurance Company. 





TMBA Convention In 
Galveston May [1-13 


Texas MBA’s 42nd annual conven- 
tion will be held in Galveston starting 
Sunday, May 11, it has been an- 
nounced by James Teeling of Dallas, 
TMBA president. Carroll L. Jones 
of Corpus Christi, TMBA vice presi- 
dent, is general chairman for the 
event, with Robert W. Drye of Hous- 
ton as vice chairman. 

Business sessions of the convention 
will be held the mornings and after- 
noons of Monday and Tuesday, May 
12 and 13, with the annual TMBA 
installation dinner and dance sched- 
uled for the night of May 12. 

A highlight of the meeting will be 
a “Beachcomber Party”—a_ typical 
Texas party complete with costumes, 
to be held the night of May 13, in 
the new Moody Hall near the Galvez 
Hotel, convention headquarters. Prizes 
will be awarded for the best and most 
original costumes. 

The city of Galveston is 
the nation’s major Gulf Coast resort 
communities, with a superb beach and 
excellent coastal and deep-sea fishing 
facilities, plus newly-remodeled hotel 


one of 


accommodations. 


Edwin Horn President 





Newly elected officers of the Louisville Mortgage Bankers Association, as 
left to right, president, Edwin D. Horn, president, Louis- 
vice president, J. Kenneth Lyons, vice 


secretary, F. Everett Warren 
treasurer, Charles H. Keeling, 
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Mortgage Company of 
Washington, announced re- 
cently that How- 
ard F. Whims had 
staff 
as assistant vice 


Mr. 


been 


Securities 
Seattle, 


joined their 
president 
Whims had 
associated with 
the First Mort- 
gage Company in 
Seattle for the 
past nine years. 





Howard F. Whims 


le is a native of 


Seattle, attended the University of 
Washington and served four years 
with the U. S. Navy in World War II. 
He is presently a member of the 
board of governors of the Seatile 
MBA 

Robert A. Seise has been elected 
president of the Northern Illinois 
Mortgage Co. of Rockford, Illinois, 


succeeding his late father, A. H. Seise. 

Joseph M. Black, treasurer of Title 
Guarantee and Trust Company, in 
New York, 


vice president. 


also been elected a 
Mr. Black joined the 
company in 1937 as assistant auditor. 
Other elections announced by William 
H. Deatly, president, were those of 
Eugene F. Walsh and Clinton B. Mor- 
gan to the positions of assistant vice 
presidents. Mr. Walsh is in the main 
New York office Mr. Morgan 
heads the midtown Manhattan sales 
office 

Burwell & Morford, Seattle, Wash- 
this the 50th 
anniversary of its first mortgage, made 
on March 4, 1908, for $1,000 at 7 per 

cent interest, according to Kenneth J. 
Morford, president. The 
made when Burwell and Morford first 
established relationship with the then 
Provident Life and Trust Company 
of Philadelphia, now the Provident 
Mutual Life Insurance Company of 
Philadelphia. The firm repre- 
Provident continuously 


has 


and 


ington, month marks 


loan was 


has 
sented since 
that time. 

No, your eyes do not deceive you 


those are silver dollars you see in the 
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photo below. In fact, there are 2,400 
of them—all from a retired sea cap- 
tain’s buried treasure; and that’s Bert 
Manthorne, left, and George W. Lub- 
ke, Jr., president of George W. Lubke, 
Inc., in Daytona Beach, Florida, busy 
The Florida 


firm recently sold an interest in a co- 


with the counting job. 


operative land investment for cash, 
the cash being presented in the form 





of bucketsful of silver dollars. The 
purchaser was a retired sea captain 
who more than 25 years ago foresaw 
the bank 1932 con- 
verted his finances into silver dollars. 
In retirement, he eventually brought 
his sea-legs to rest on Florida’s Atlan- 
tic Coast; and trust in 
banks, generally, may very 
keen, he does have faith in Florida 
land. 


failure of and 


while his 
not be 


The merger of the lending facilities 
of the W. R. Kelley Company, one of 
Washington, D. C.’s oldest mortgage 
banking firms, with those of Bogley, 
Harting Hight, Inc., an- 


and was 








nounced recently by Kelley Company 
president Robert J. Franey and Sam- 
uel E. Bogley. All service and insur- 
ance contracts of the Kelley firm will 
be taken over by the new firm to be 
known as Bogley, Harting and Hight 
of D. C., Inc. Mr. Bogley will be pres- 
ident of the new firm and Mr. Franey 
will serve as vice president. 

McCune Gill, formerly president 
and now board chairman of Title In- 
surance Corpora- 
tion of St. Louis, 
will receive the 
1958 Award of 
Honor to be pre- 
sented by the Law- 
yers Association of 
St. Louis early in 
April. The award 
was established in 
1946 to ‘‘inspire 

. noble purpose 
and honorable effort in the profession 
of the law.” Mr. Gill has headed 
several local, state and national mort- 
gage banking and title associations. 
He is the author of the standard legal 
reference work on Missouri real estate 
titles; he has taught law for many 
years and is now on the faculty of 
Washington University. 


PERSONNEL 


AND BUSINESS NEEDS 


In answering advertisements in this column, 
address letters to box number shown in care of 
the Mortgage Bankers Association of America, 
ill West Washington Street, Chicago 2, Mlinois. 


McCune Gill 














EXPERIENCED MORTGAGE MAN 
Require services of an aggressive man to 
manage our Los Angeles office. Familiar 
with origination and marketing, FHA, VA 
and conventional mortgages. Attractive 
compensation commensurate with ability 
and experience. State Street Mortgage 
Co. of Boston, 131 State Street, Boston 9, 
Massachusetts, LAfayette 3-8000. 
WANTED TO BUY 
Private individual seeks to purchase 
mortgage company and service accounts 
in any progressive area of country; pref- 
erably in south, west, or southwest. Will 
discuss in strictest mutual confidence the 
purchase of entire or controlling interest in 
existing company. Write Box 467. 


MORTGAGE OFFICER 

Bank officer experienced all phases resi- 
dential mortgage financing. Qualified con- 
struction examiner and appraiser. Seeking 
executive position with growth potential. 
Starting salary secondary to opportunity. 
MBA degree in Finance plus Graduate 
School of Banking. Age 37, married, will 
relocate. Write Box 475. 


MORTGAGE MAN 
Unusual opening for qualified mortgage 
man for production in New Jersey—New 
York area. Income depends upon ability. 
Frank H. Taylor & Son, Inc., East Orange, 
N. J 


‘laws 
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HERE’S WHY: 


Quick turnover of capital . . . up to 3 to 
1 over conventional building. 


Stabilized collateral . . . topflight engineer- 
ing, precision manufacturing and highest 
quality materials assure homes that main- 
tain value. 


Professional home builders . . . prequali- 
fied by our high standards for financial 
stability. 





Dependable home owners . . . who fulfill 
their mortgage contracts because they 
like their Inland homes. 


Inland Homes are designed to meet FHA 
and VA requirements. 


Full cooperation by Inland Homes Corpo- 
ration and Inland Mortgage Corporation. 


For these reasons, and others, today’s 
strong trend to prefabricated homes will 
be tomorrow’s standard practice. 








Wise Heads Insist On 
Title Insurance 


for speedier, more profitable 
mortgage transfers 


The knowledge that a title is securely protected 

by a Kansas City Title Insurance policy helps make 
mortgage transfers fast and profitable. Your 
customers demand predetermined title security... 
and there’s no better guarantee of protection than a 
policy backed up by Kansas City Title. 


For complete title service that saves your time 
and brightens your profit picture, call in a Kansas City 
Title agent. You’d be smart to do it today. 


BRANCH OFFICES: 
Baltimore, Moryland; 210 North Calvert 
Street—Little Rock, Arkansas; 214 Lovisionoe 
Street—Nashville, Tennessee; S$. W. Cor. 3rd 
& Union Streets. 
The Company is licensed in the follow- 
ing states 
Alaboma, Arkonsas, Colorado, Delowore, 
Florida, Georgia, Indiana, Kansas, Lovis- 
iona, Meryland, Mississippi, Missouri, Mon- 
tano, Nebroska, No. Corolina, Ohio, So. 
Carolina, Tennessee, Texas, Utah, Virginia, 
Wisconsin, Wyoming, and in the District 
of Columbia and Territory of Alaska 


Capital, Surplus and Reserves Exceed $5,000,000.00 
925 Walnut Street Kansas City 6, Mo. 
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